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ALLEN W WALES 


SELECTIVE OR GRAND TOTAL 


TWO ADDING MACHINES IN ONE 


e Three positions of a single lever controls all DUPLEX operations. 


e It will add or subtract separately in two counters or simultane- 
ously in both counters. 


e It will give individual totals and grand totals. 


e It is acompletely automatic DU PLEX machine, equipped 
with all standard Allen Wales features. 


ALLEN WALES ADDING MACHINE CORPORATION 


EXECUTIVE OFFICES 
515 MADISON AVENUE, NEW YORK, N. Y. 
SALES AND SERVICE THROUGHOUT THE UNITED STATES AND IN 40 FOREIGN COUNTRIES 
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The Condition of BUSINESS 


CouRraGE. The general disposition of business is to proceed 
on a fairly even keel in spite of war worries and several ob- 
vious motives for caution. Frequent evidence of a better 
working atmosphere between Government and business is 
helping to build confidence and the inflationary gospel here 
and abroad is a powerful stimulant. 

The relations between private and public business are still 
far from an ideal state of understanding and friendly team- 
work, but there are reasons for believing that private enter- 
prise will be encouraged by developments in the coming 
months. The anxiety naturally aroused in recent years by the 
prospect of a new session of Congress seems less acute. 

Empty SHELVES. The depleted condition of inventories in 
all lines of trade and manufacturing is only one factor in the 
fourth quarter outlook but may turn out to be the most im- 
portant of all. The dwindling of stocks of goods in the past 
year is such that any slight increase in buying would be 
quickly effective. Meanwhile, the “sell one then buy one” 
psychology of producers and merchants continues to act as a 
powerful brake on business in general. 

RECOVERY Forces. Other factors which have been oper- 
ating ever since early Summer on the side of greater activity 
in commerce and industry are still present. A short list of 
these would include the following baker’s dozen: a reservoir 
of capital, largest in the country’s history and ready to be 
put to work; a long pent-up demand for replacements in in- 
dustry and the same in many lines of consumer goods; radical 
changes in automobile designs for 1939 models; huge crops 
here and throughout the world; changes and improvements 
in home and other construction, opening up potential mar- 
kets in the building industry which can be measured only in 
billions of dollars; the persistence with which many produc- 
tion indicators point upward; closer understanding on cur- 
rencies between England and the United States with what- 
ever promise it holds of a return to common sense; the pros- 
pect of a vigorous program by the Federal Government 
through the Export-Import Bank and other banks to stimu- 
late trade with Latin America; serious efforts to solve the 
problem of intermediate credit for small industries through 
serial loans under proper safeguards; the increasing momen- 
tum of technological advance opening huge possibilities for 
new markets and industrial expansion; the existence on one 
hand of a limitless capacity to produce food and goods of all 
kinds and, on the other, an unlimited demand, a thoroughly 
unnatural state of affairs; and, finally, a quite general belief 
that the dollar will be worth less some of these days in terms 
of goods than it is now—that some kind of inflation, in other 
words, is around the corner. 

RETARDING INFLUENCES. On the unfavorable side of the 
ledger are some formidable items: the burdens of heavy taxa- 
tion and the threat of higher levies; the growing mass of 
rules, regulations and red tape hindering the freedom of busi- 
ness; the understandable hesitancy of new capital; some de- 
gree of uneasiness about the monopoly investigation; chronic 
unemployment; a relief problem that grows during pros- 
perity as well as depression; public indifference to continued 
national deficits; signs that business is still in the doghouse as 
far as certain public officials are concerned; abnormally high 
labor costs; the serious predicament of the railroads; chaotic 
worldwide situation, political and economic; increasing com- 
petition from Government-sponsored industries; the abnor- 
mally low prices of farm products; the lack of any depend- 
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able balance between productive capacity and purchasing 
power; and, the biggest hurdle of all, a thoroughly chaotic 
foreign situation characterized by daily threats of war and 
by the economic anarchy inherent in Mexico’s attitude to- 
ward foreign-owned property. 

Grass Roots. BANKING’s cross section index reflects to 
some extent the hesitancy caused by our own elections in- 
volving issues of considerable economic significance and by 
the war business. The latest polls covering 3,000 bank di- 
rectors and business leaders showed 25 per cent reporting an 
upward trend, 38 per cent saying that their businesses were 
just holding their own, and 37 per cent testifying to a down- 
ward trend. These figures compare with the following ratios 
for six months previous: 


Unchanged Down 


Martiat Economics. A primary effect of war or long con- 
tinued war psychosis is a disturbance of that balance of pro- 
duction, consumption and price relationships which is essen- 
tial to economic stability. The immediate impact on the 
United States of a European war would probably be a decline 
in our exports, a drop in the prices of our securities and com- 
modities, interruptions in the transfer of funds by gold move- 
ments, and general hesitancy in business. 

Later, commodities necessary in war making and securities 
which depend upon them would certainly advance as they 
have already shown a tendency to do, while other commodi- 
ties and securities would probably pursue an irregular course. 
In 1914-1917 the United States, as the chief neutral supplier 
of goods of many sorts for the warring nations, found the 
situation profitable materially if not spiritually. 

UNLIKE 1914. How far a European war today would follow 
1914 lines is uncertain because conditions are much different. 
Certainly there is no cause for a demoralization of business 
in the United States because of war across the ocean. Possi- 
bly we would be deprived of certain European markets but 
the increased exports to Latin America of goods now bought 
in Europe should more than make up the difference. 

Money AND Crepit. The banking situation has changed 
but slightly. There has been no development in industrial 
and commercial loans that would indicate a rising trend in 
the demand for short term credit. 

Commercial paper outstanding September 1 at $209,400,- 
000 was the lowest in volume since November 1936. There is 
no indication of any revival in acceptances—none, in short, 
for any phase of credit for general business purposes. 

An important item in the banking and credit picture is the 
renewed influx of gold from abroad. 

All this, of course, means more unemployed funds and 
lower interest rates. Under the stimulus of these conditions 
and reviving business new financing shows some vitality 
which is likely to be increased as the full force of rising de- 
posits is registered. New corporate issues approximating 
$200,000,000 are due to be filed with the S.E.C. in September 
for actual distribution in October. 

WILLIAM R. KuHNS 
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We're in the business of changing Bill’s mind 


Buu's a type. 


He’s a swell fellow. But he has an odd 
philosophy about some things—and 
money’s one of them. 

You see, Bill believes in spending what 
he makes today—because he’s going to 
be taken care of tomorrow. And he isn’t 
unique in his viewpoint—there are plenty 
of people who think that way. 

Bill is the kind of fellow we go after 
hardest. He’s the kind of fellow who, fig- 
uratively, sticks his fingers in his ears 
when we try to talk to him. But he finally 
listens. We eventually convince him. We 


A WELL BALANCED PROGRAM 
1. A bank account 
2. Life Insurance 


3. Living Protection 


convince him that he ought to put away 
a little money—and do it persistently, 
systematically, year after year. 

That’s part of what happens to Bill— 
but it isn’t all. 

One of these days, Bill will go to a bank 
with an important sum of money—and 
with an important change in some of his 
ideas. He’s going to have a different out- 
look on business, property, taxes, gov- 
ernment—and a sounder outlook than 
he’s ever had before. 

In short, we get Bill to be a more im- 
portant citizen—worth more to his com- 
munity. 


This just about sums up the manner in 
which Investors Syndicate changes the 
spend-all creed of thousands of people 
like Bill. Investors Syndicate pays to 
these people money most of them would 
never have had if left to ways of their 
own designing. 

And this, we sincerely believe, is a 
service to them, their families, their 
bankers, and the communities in which 
they live. 

Home office, Minneapolis, Minn. Affil- 
iates: Investors Syndicate Title and Guar- 
anty Co., New York; Investors Syndicate, 
Limited, Canada. 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 
to financial security 
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A NATIONAL FORUM ON MOVING PICTURES AND RADIO IN PUBLIC RELATIONS 


Below is a symposium on “spot broadcasting”’ based on the 
experiences of 49 institutions with contracts ranging from 
13 weeks to nine consecutive years, at costs of a few 
dollars to $25,000 annually. This is the first part of BANK- 
ING’S nation-wide radio survey which, in future issues, will 
cover other program types as reported by more than 400 banks. 

The intent of BANKING’s radio study is not to set radio 
above other media as a better or more desirable investment for 
the advertising dollar, but rather to give radio a fair appraisal 
from the standpoint of bank sponsorship and to determine how 
to find the best methods to assure effective results. 


ANY of the fundamental questions of radio are still 
unsettled. Some may always remain subjects of vig- 
orous dispute. But one which draws unanimous ac- 

cord from radio executive, advertising counsel and experi- 
enced sponsor alike deals with the first consideration of 
radio—the approach. Oddly enough, it seems that the 
attitude of a prospective sponsor may be as liable for the 
success or failure of a broadcast schedule as any other factor. 

This is to say, if the attitude is hesitant and skeptical it is 
bound to be reflected somewhere with ill effects. If, on the 
other hand, it is open, broad and enthusiastic, the program 
is more likely to contain the essentials for success—ade- 
quate investment, free range of design, build-up, etc. In 
short, one must believe in radio, or trust it, to get at its full 
values. 

Radio, of course, does not require any blind faith. Though 
it is the youngest of our great media—constantly develop- 
ing new values in the laboratory—it, nevertheless, offers a 
measured and chartered market comparable to the best and 
most far reaching. It is perhaps only the qualities and ele- 
ments that seem newer, and less tangible, than other media. 
All forms of advertising, however, have parallel qualities and 
elements. 

There seems to be an impression in our banking groups 
that radio is an expensive medium. In part, perhaps, this 
may be due to the publicity build-up of major network 
shows which feature every variety of extravaganza and 
glamor. However, big name talent, small fortune contests 
and other attention-compelling devices do not set the cri- 
terion for radio. On the contrary, the fare of the small or 
average sponsor, who outnumbers the major network shows 
a thousand to one, is a much simpler, though no less effec- 
tive, type of broadcast. Numerous cases are on record which 
prove that, proportionately to the dollar invested, a small 
sponsor gains as much and frequently more results from his 
simple fare than do big-time sponsors. 

The only definite gauge of radio, insofar as investment 
value is concerned, is a comparative cost with other available 
media, or from a relative cost based on results per dollar 
spent. 

Here we consider the problems and values of spot broad- 
casting—a convenience term designating small radio time 


units. Spot schedules offer many low cost program possibili- 
ties. All classes are available on every station in varying 
length from simple station break announcements to elabo- 
rate playlets and skits employing several speaking parts. It 
would be a long task to run down the list of possibilities 
offered in short unit broadcasts. Among those reported in 
this study are: newscasting, time signals, market and weather 
reports, musical clocks, skits, etc. 

Spot broadcasting has many advantages of flexibility and 
low cost, but it also has certain definite limitations. Because 
of the briefness of the time element, it cannot hope to attract 
a following of its own. It cannot ordinarily create or influ- 
ence the mood of a listener, nor can it approach the prestige 
and good-will values of longer unit broadcasts. The spot 
depends almost entirely on preceding and succeeding pro- 
grams for an audience. In essence, the straight commercial 
is the cake without the frosting—the commercial value of 
radio without the trimmings of entertainment. Obviously, 
it can only attain maximum effectiveness when sandwiched 
between two programs with a wide and popular following; 
and, depending upon its own construction, it may or may not 
reach the consciousness of its potential field. 

The timing of spot broadcasting is therefore a very im- 
portant consideration. Many views are given in our reports 
as to the most desirable time, but serve no more than to 
prove the variance of listening habits. The tendency, how- 
ever, seems to be toward evening hours, preferably following 
major network shows. Other schedules are found to reach 
as wide an audience, at less cost, during all hours of the day 
—depending upon local listening habits. For example, the 
Morris Plan Bank of Boston chooses 7:45 a.m. for its spot 
broadcast after a careful study of other available hours. 
The bank cites the case of a 30-second test announcement 
offering an attractive inexpensive gift which was made by a 
previous sponsor. This one announcement pulled 10,000 
requests, which is sufficient proof the time held a wide 
ready-made audience. 


THE MINIMUM UNIT IS POPULAR 


THE smallest radio unit that may be purchased is the station 
break announcement—a 30-second interval for station 
identification. This unit, impractical for more than name 
publicity, has become increasingly popular among certain 
commercial advertisers in the past year or two. Although it 
appears to be in use only by banks which rent space to radio 
studios, reactions in each instance are favorable. 

The National Bank of Tulsa (Oklahoma) which has had 
several radio experiences, says, “We feel that our greatest 
benefit from radio has been derived from these station break 
announcements.” Another comment from the Omaha Na- 
tional Bank (Nebraska) is: “ While this advertising is indi- 
rect, we feel that the constant repetition of our name every 
15 or 30 minutes is probably as effective advertising as we 
can do.” 

Aside from name publicity there are a few other possible 
uses for station breaks, one of which is suggested by the 
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TRIPLE THE RISK! 


For every hundred dollars the “average” bank loaned 
locally in 1937, it suffered a loss of 22%¢... whereas for 
every hundred dollars invested in bonds the loss was 62¥2¢ !* 


HIS “AVERAGE 1937 EXPERIENCE” of all Federal Reserve Banks with deposits 
from a half-million to ten million dollars graphically illustrates the necessity of 


personal supervision in selecting and supervising risks . . . loan and investment risks. 


As a local credit specialist you have little difficulty in keeping continuously informed 
on the credit standing of local business men whose notes you hold. But when you buy 
bonds, you assume part of a far-away loan that someone else has granted, without first- 
hand opportunity to determine continuously the degree of risk involved. Without 
personal contact, the task of supervision becomes infinitely more difficult . . . and the 
loss ratio becomes nearly three times as great! 


To give your bank’s bond account the same continuous personal supervision that 
you give your local loans is the primary purpose of Moody’s Bank Supervisory Service. 
When your bank subscribes, a group of mature investment specialists will constantly 
be watching every development that affects the quality of any issue you hold. Keeping 
their eyes on the entire economic and investment world, these men will be alert for 
potential impairment of old investments, constantly searching for new investments of 
higher quality. And to make this service completely practical, a Personal Counselor will 
apply the findings of Moody’s Staff to your specific requirements, helping you to achieve 
the maximum of safety, liquidity and income. 


Your inquiry for information involves no obligation and will be held in confidence. 


* Source: Federal Reserve Bulletin, August 1938 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 105 West Adams Street, Chicago 
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First Citizens Bank & Trust Company 
(Utica, New York). Twenty daily sta- 
tion breaks call attention to the bank’s 
main program—a five minute daily 
newscast attracting the “white-collar” 
class at 8 a.m. This idea combines name 
publicity and at the same time mer- 
chandises the feature broadcast. George 
O. Everett, assistant vice-president, 
says, “ My belief is that any radio pro- 
gram must be used for at least one year 
in order to take advantage of the build- 
up which comes with constant and regu- 
lar repeating announcements.” 

While station executives are keenly 
aware that short plugs, if given too fre- 
quently, annoy the listener and influ- 
ence him to dial other stations, the 
general trend seems to be toward more 
extensive and more varied use of sta- 
tion break commercials. 

The straight commercial announce- 
ment of 25 or 100 words appears to be 
the most popular type of spot used by 
banks. On the whole, reactions are fa- 
vorable, but several express doubts. A 
few are convinced this type of broad- 
cast holds no value whatever. Two banks 
excused their unfavorable experience by 
tracing the cause directly to the station 
(in both cases it was a question of 
coverage). 

The more effective announcements 
follow a crisp, straight-forward, newsy 
style high-lighting points of bank serv- 
ice, facilities, location, etc. Some are 
modified and polished sales talks; others 
attempt appropriate tie-ins as the fol- 
lowing examples indicate: 

The State-Planters Bank and Trust 
Company (Richmond, Virginia) does a 
persistent job with two daily spots and a 
quarter hour Sunday news program. 
Commercials are pegged to items of 
particular interest to Virginians—his- 
torical facts, local happenings and statis- 
tics that reflect building volume, dollar 
purchasing power and similar trends in 
the Richmond area. These commercials 
follow a regular repeat pattern, flowing 
from the item of interest into the sales 
talk for the department being featured. 
The National Bank of Commerce (Nor- 
folk, Virginia), following a similar 
schedule, bases announcement themes 
on the text of current newspaper adver- 
tisements. In this way the service that 
the bank wants to bring to the attention 
of its present and prospective customers 
is emphasized through a second ad- 
vertising channel. 

Several interesting continuity sources 
are suggested in the reports. One 
bank has used copy from the A.B.A. 
booklet, Questions That Are Asked About 
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answer from each spot. Another bank 
finds local daily news items appropriate 
angles for developing bank copy angles. 
Another relates interesting cases of 
bank service taken from actual records. 
One bank finds appropriate brief bits in 
its recently published history. 

A number of banks reporting favor- 
able experiences claim more value from 


straight commercial spots than previ- | 


ously sponsored shows. After several 
years’ experience the American Na- 


Banking, taking one question and one | 


tional Bank of Danville (Virginia) re- | 


marks: “We have some direct results 
traceable to this advertising and believe 
it to be satisfactory. At one time we 
used our local station on a 15-minute 
schedule, but now believe we obtain as 
much benefit from two daily spots.” 


SPOTS VS. FEATURES 


THE First National Bank and Trust 
Company of Fargo (North Dakota) re- 
ports more results from spots than its 
feature transcribed program, both of 
which run weekly. The Federal National 
Bank, Shawnee (Oklahoma), also finds 
greater value in a spot commercial 
sandwiched between two national musi- 


cal hours over the Mutual System, than | 


from its own previously sponsored organ 
recital. The First National Bank of 
Macon (Georgia) claims better results 


from a spot immediately following | 
Edwin C. Hill’s newscasting on the | 


Columbia chain than from its former 
biweekly musical schedule. The Marine 
Trust Company (Buffalo, New York), 
listing four experiences over a 10-year 
period including dramatic skits, remi- 
niscences, poetry readings and a sym- 
phony orchestra, gives this summary: 
“Generally speaking, results other than 
publicity have been very little, as far as 
we know, with the exception of the 
spot announcements (5 daily on 2 
stations), where we can actually trace 
business.” 

A more definite impression of the 
value of spot broadcasting may be 
gained from the fact that one bank may 
use as many as four station outlets, that 
costs run to $25,000 and continuous 
contracts range up to nine consecutive 
years. However, the average cost of spot 
announcing covered by this report is 
low. Banks pay as low as $1 per broad- 
cast, and the average is under $500 
annually. 

There are some yardsticks of effec- 
tiveness, but none appear to be in gen- 
eral use. One bank reports exclusive 
promotion of F.H.A. loans with spot 
commercials on four stations. The good 
returns are necessarily attributed to the 
radio schedule. The Bank of Erie (Penn- 


ABOUT SMALL 
CH ECKING ACCOUNTS 


NO. 7 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
bertaining to the small account movement. 


I, THE person who earns thirty, forty, 
or fifty dollars a week and who spends 
practically all of his income to meet liv- 
ing expenses really entitled to the ad- 
vantages of a checking account? Not so 
long ago the majority opinion was nega- 
tive; today there seems to be a pro- 
nounced swing toward an affirmative 
attitude. 


Admittedly, such a person could not 
carry a compensating balance, and there- 
fore any profit which might accrue 
would have to come from a service 
charge. Acknowledged is the natural 
reluctance on the part of bankers to seek 
a profit from service rather than from 
loans and investments. On the other 
hand, is there really any less dignity in 
service profit than in loaning profit? 


From the standpoint of the individual, 
the checking system provides him with 
the cheapest form of money he could 
possibly use. Certainly he couldn’t hope 
to pay eight or ten bills a month with 
currency at a cost of seventy or eighty 
cents. And yet, the average bank could 
provide him with full checking facilities 
at these figures—and make a profit. 


Perhaps there would be more overdrafts 
in the low income group—because it is 
a much larger group—but we are in- 
clined to believe that the percentage 
would be no higher. This is a matter of 
education. The character is there. 


In any event, when a product is so 
reasonably priced—as checking service 
is—and when the need for it is so great, 
shouldn’t it be made available to as 
many as possible? 


ELUNE 
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OVERNIGHT 


TRANSIT SERVICE 
to 56 


New York State Cities 


FOR fast presentation of cash items in New York State, 
investigate the Marine’s Night Transit Service. 


With very few exceptions, items reaching the Marine 
prior to 1:00 A.M. E.S.T. are presented for payment 
on the succeeding business day in 56 New York State 
cities. 


Such fast service is possible because of the Marine’s 
network of correspondents throughout the state and 


its strategic location in the nation’s greatest market. 
Arrangements with correspondents in other parts of 
the United States assure speedy handling of cash items 
from coast to coast. 


Write for a copy of the latest night transit schedule. 


MARINE TRUST 


MEMBER 


FEDERAL 


DEPOSIT 


INSURANCE 


COMPANY OF BUFFALO 
A Marine Midland Bank 


CORPORATION 


sylvania) schedules a monthly Polish 
program on Sundays during the Fall 
and Winter seasons. This type of selec- 
tive appeal may be considered an effec- 
tive check. The First National Bank of 
Fargo (N. D.) tells of a check which 
happens accidentally: “In one or two 
instances we made a mistake in our 
copy and the number of inquiries and 
questions received gave us a good indica- 
tion of the number of listeners we had.” 

Several banks attempt to check 
broadcasting results on the basis of the 
number of patrons who recall hearing an 
announcement when asked at the new 
account desk, or by the number of 
patrons who mention, of their own ac- 
cord, the fact that they were influenced 
to come to the bank by a radio an- 
nouncement. Results from this method 
are invariably poor, but some feel that 
the average person is not inclined to ad- 
mit he was “sold”. He wants to feel at 
least capable of making his own deci- 
sions and would rather give any other 
answer than admit the influence of 
advertising. 

Although every type of commercial 
spot announcement justifies itself when 
wisely used, there is more evidence that 
a dramatized type or a program which 
embraces some element of entertain- 
ment or educational value is a little 
easier for the listener to accept. Banks 
reporting on dramatic skits, interviews 
or other spot types seem in a better po- 
sition to give more definite appraisal of 
program reception and results. 


IN A NUTSHELL 


TO draw the experiences of our 49 
reporting banks down to capsule recom- 
mendations we have a check list recom- 
mended by a New York institution for 
application to spot schedules. 

1. Announcement. Is it interesting, 
compelling, suggestive? Do announce- 
ments give specific information and 
directions? 

2. Presentation. Poor delivery is ruin- 
ous. Check announcer and other factors 
that might improve reception. 

3. The schedule. If the spot is poorly 
situated between programs of low rating 
change the time. Take every advantage 
of the flexibility of placing spots where 
they will do the most good. 

4. If station schedules are over- 
loaded with commercials, try gradu- 
ating toa higher and more entertaining 
program class. The additional expense 
will be justified. 

5. Develop a follow-up system on all 
radio inquiries, no matter how cool or 
remote, because the final sale will be 
consummated over the counter and not 
over the air. 


BANKING 


“Unforeseen events... 


nse oftefi change and shape the course of man’s affairs” 


AFTER THE TUMULT AND THE SHOUTING... 


The brass bands and oratory have faded, the votes have been 
counted ...a mew public servant takes office. 

State treasurer, county sheriff or city auditor—no matter. 
He has sworn faithfully to perform the duties of his office, and 
has every intention of doing so! Unfortunately, honest intentions 
and ability are no guarantee. The words “faithful performance 
of duty” are given broad interpretation where the acts of a 
public official are concerned. They include honest errors of 
judgment, circumstances over which he may have no control. 


In fact, almost any situation in which legal action may be 


MAR * LAWN D 
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brought against an official. The complexities of administering 


a position of public trust are so varied that protection is an 


absolute necessity. 


So, the law requires that public officials, before taking office, 
furnish bonds. It is simply sound business judgment which 
dictates this provision. The Public Official Bond is only one 
of some 60 surety and casualty lines which The Maryland 
writes to protect you against unforeseen events. Near you is 
one of the 10,000 Maryland agents. 
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The Crane SUNNYDAY 
Sink is styled for the kitchen 
of today and tomorrow — 
with lasting quality through - 
out. It has every practical 
convenience feature. 


.-- But Crane-Equipment Will Protect the 
Value of the Property 


Salt of the earth—the Browns. But there’s 
no denying that they are going to give the 
equipment in their home a lot of hard use. 
Luckily, the mortgage lender has insisted 
that their new home be Crane-Equipped 
throughout—-so that if the Browns cannot 
keep up their payments, the re-sale value 
of the property will be as high as possible. 

Crane-Equipment has the honest con- 
struction—the inner value—that assures 
long life and low upkeep cost. It has 
conservative styling not subject to the 


ICRANE 


changing whims of fashion. And Crane- 
Equipment offers greater convenience for 
kitchen, bathroom and heating systems 
...more of the modern advantages that 
contribute so much to comfortable living. 

Because the Crane line is so complete, 
you can get Crane products at every 
price level. Their extra value and pro- 
tection cost you no more. Judge Crane 
quality for yourself. Visit one of the 110 
Crane display rooms or consult a Crane 
Plumbing Contractor. 


VALVES «+ FITTINGS «+ PIPE 


PLUMBING + HEATING + PUMPS 


CRANE CO., GENERAL OFFICES: 836 SOUTH MICHIGAN AVENUE, CHICAGO 


NATION-WIDE SERVICE THROUGH 134 BRANCHES AND MORE THAN 500 WHOLESALERS 


The distinctive beauty of the Crane COR- 
WITH-COMPEER Lavatory adds smart- 
ness to any bathroom. Controls are compactly 
mounted on inclined panel for greater con- 
venience. 


The most modern and efficient form of heating 
is with the new Crane CONV ECTORS. At- 
tractive enclosure design harmonizes with any 
decorative scheme. 
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JUST A MINUTE 


Houston Data 


To the Editor: 

This letter is written to inquire if there 
might be any further manner in which we 
might be of assistance in supplying data 
relative to Houston and the forthcoming 
A.B.A. convention. If we can be of 
service, please do not hesitate to call upon 
us. 

Mr. A. D. Simpson, president of the 
National Bank of Commerce and chair- 
man of the A.B.A. Convention Commit- 
tee, is preparing a permanent file of all 
news and pictures pertaining to the con- 
vention and he asked that I ask if you 
would not forward to this office copies of 
the BANKING containing stories relative 
to the convention or the host city. 

Jack T. 
Publicity Director 
Chamber of Commerce 
Houston, Texas 


On Visiting Mexico 
To the Editor: 

In view of the way the Mexican Gov- 
ernment, apparently with the support of 
a considerable section of the Mexican peo- 
ple, is treating American investors, seiz- 
ing or ‘‘expropriating” their property 
without compensation, which, as Secre- 
tary Hull says, is plain confiscation, there 
ought to be some way of preventing 
American tourists going into Mexico. 

Since the opening of the section of the 
so-called International Road from Laredo 
southward to Mexico City a considerable 
number of American automobile tourists 


The State of New York has put its official checks to work as an advertising medium 


October 1938 


have been going into Mexico despite the | 
fact that the road in some places is said 
to be pretty narrow and somewhat dan- 
gerous, and a considerable sum of Amer- 
ican dollars has, therefore, been spent in 
Mexico, some of them in the purchase of | 
gasoline from the oil wells and refineries 
which have been stolen from American 
citizens. 

Whether further touring to Mexico can 
be prevented by Federal action, I do not | 
know, but at any rate Americans could | 
keep themselves out of Mexico until such 
time as the Government sees fit to come 
to its senses and quit its confiscatory pol- 
icies and labor squeezes. It would seem 
to me that members of the American 
Bankers Association who are to assemble 
at Houston in November should also re- 
frain from the excursions which are 
reported to have been planned for them 
into Mexico by the Mexican Railways. 

EDMUND PLATT 

Vice-president 

Marine Midland Group, Inc. 
New York, N. Y. 

Editor’s note: It should be pointed 
out, in this connection, that the Amer- | 
ican Bankers Association is not spon- | 
soring any tour to Mexico. 


Want Fulfilled 


To the Editor: 
I want to tell you how much I enjoy the 
“‘Banking’s Digest” section of BANKING. 
For several years prior to the publica- 
tion of this section I had wished many 
times for something that would bring to 
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SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE «CO. 


Inc, 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO - BOSTON ° PHILADELPHIA 
CINCINNATI: ST. LOUIS * SAN FRANCISCO 


Direct Wires to all Offices 


contains information 
for inereasing bank 
profits from Personal 
Loan Departments. 


--- mailed upon request. 


THE MORRIS PLAN 
INSURANCE SOCIETY 


Insurance for the Banker 
on the Life of the Borrower 


420 Lexington Ave., New York 
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Foreign Banking Cooperation 


For United States Banks 


HROUGH its extensive system of branches 
i ee Canada and twenty-nine other countries 
The Royal Bank is prepared to extend valuable 
assistance to American banks with interna- 
tional banking requirements. All branches 


are under the direction of competent resident 
managers, who know intimately local trade 
and business conditions in their respective 
territories. Enquiries are invited and a com- 
plete list of branches will be sent on request. 


625 Branches in CANADA and NEWFOUNDLAND — 73 Branches 
in ARGENTINA — BRITISH GUIANA — BRAZIL — BRITISH HONDURAS 


PERU — COLOMBIA — CUBA — BRITISH & FRENCH WEST INDIES 
PUERTO RICO — DOMINICAN REPUBLIC — HAITI —- PANAMA 


URUGUAY — VENEZUELA . 


. also in LONDON AND PARIS 


The ROYAL BANK 


Head Office, Montreal, Canada OF C AN ADA 


New York Agency, 68 William St. 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it ofters to banks 
and institutions, in 
Ys convenient maturities 
and denominations at 
current discount rates. 


EXECUTIVE OFFICE NEW YORK * BRANCHES IN PRINCIPAL CITIES 


me, in condensed form, the meat of arti- 
cles and speeches which I did not have the 
time to read in full or which were not pub- 
lished for general circulation. 

This digest section does an excellent job 
of condensing and reporting. I am sure 
that many fellow bankers appreciate it as 
much as I do. 

W. C. HuBBELL, President 
The Harvard State Bank 
Harvard, Illinois 


Northwest Slogan 


To the Editor: 

I have been clapping my hands over the 
item under “Methods and Ideas” con- 
tained in the August number of BANKING, 
in which is paid a tribute to this bank. 

We greatly appreciate the approval 
which this article contains of our by-line, 
“The largest of many excellent banks in 
the Northwest’’. 

J. W. SPANGLER 
Vice-president 

Seattle-First National Bank 
Seattle, Washington 


Interest in ** Methods”’ 


To the Editor: 

I’ve been reading the comments in 
BANKING under “Methods and Ideas” 
with a lot of interest, and I think it is an 
admirable job. 

EpwIn Birp WILSoN 
New York City 


Credit to Bankers 


To the Editor: 

Please accept the thanks of our associa- 
tion and its agricultural committee for the 
story, ‘‘How Bankers Help Farmers”, 
appearing on page 66 of the September 
issue of BANKING. 

We appreciate what you have done to 


Principal factors causing gold inflow 
into the United States (cumulative 
movements of gold, foreign capital and 
excess of merchandise exports over im- 
ports since January 1, 1935). ** In the 
past few weeks the renewed flight of 
foreign capital to this country, together 
with payments for the continued large 
merchandise export balance of this 
country, has put heavy pressure on the 
principal foreign exchanges and accel- 
erated the flow of gold to the United 
States,’ says the Monthly Review of 
the Federal Reserve Bank of New York 
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help stimulate interest in agriculture in 
giving our bankers credit for what they 
have done along these lines. 
WALL G. CoapMAN, Secretary 
Wisconsin Bankers Association 
Milwaukee, Wisconsin 


il, 


KANSAS CITY STAR 


The amnesia victim 


Incidentally 


RALPH STONE, vice-president, Detroit 
Trust Company, was one of those rare 
athletes who excelled in every sport to 
which he turned his hand. While a stu- 
dent at Swarthmore he held records in 
both the high and broad jumps. He 
played first base on the ball team. He 
also played fullback on a team selected 
from various eastern colleges. As a top 
flight tennis player he held his college 
championship in singles and doubles for 
four years, was city champion at Grand 
Rapids 1893-98, and doubles champion 
for Detroit 1913-15. For variety he 
played cricket with Delaware Field Club 
of Wilmington and the Detroit Athletic 
Club. 

* 

Colonel W. G. Even, honorary vice- 
president, Terminal National Bank of 
Chicago, one of the best known figures 
in American banking, started his busi- 
ness career as a railroad brakeman. In 
1937 he celebrated his 50th year as a 
member of the Brotherhood of Railroad 
Trainmen. 

* 

RoBERT D. (Bos) Marutas, vice- 
president, Old National Bank of Evans- 
ville, Indiana, was a fullback on the 
famous Centre College football teams of 
1915, 1916 and 1917. The “Praying 
Colonels” ranked as probably the out- 
standing small college football teams in 
the history of the game. 


If bankers are eligible for the Degree 
October 1938 


of Master of Innuendo and Snappy 
Comeback which Northwestern Uni- 
versity recently awarded Charlie Mc- 
Carthy, JacoB KusHNER, assistant sec- 
retary of the Paterson Trust Company, 
Paterson, New Jersey, should receive it. 
For years he has entertained groups at 


various banking conventions. Prior to| is 


studying law and entering the banking 


field he was a professional actor. He has | | : 


played the Keith Circuit and as a 
youngster was associated with Eddie 
Cantor. 


Additional Service 


To the Editor: 

I would appreciate if you could favor 
me with the same information as requested 
by Mr. de Castro-Barberena on page 10 of 
the July issue. 

It is very fine and kind of you to furnish 
such additional service as your contribu- 
tion to banking is considerable in the pub- 
lication of your magazine alone. 

M. A. CANCELLIERE 
First National Bank 
McKeesport, Pennsylvania 


The information desired was a list of 
reliable works published during the last 
three years on some 11 subjects, ranging 
from foreign exchange to branch bank- 
ing. BANKING gladly performs such 
“extra-curricular” duties for its readers, 
and requests for information are in- 
vited. 


Ad Award 


C. H. WETTERAU, vice-president and 
advertising director of The American 
National Bank, Nashville, sends word 
that the bank has been awarded honor- 
able mention in the annual advertising 
contest conducted by Bank Ad-Views, a 
monthly review of bank advertising 
which reproduces and analyzes out- 
standing ads and awards points on the 
basis of promotion ideas, copy appeal, 
and layout. 


Bond Account 


To the Editor: 

Permit me to say that I enjoyed the 
contribution of E. S. Woolley entitled “A 
Tax Saving Bond Ledger” in the Septem- 
ber issue of BANKING. I have experienced 
the difficulties the article outlined many 
times, and the form of ledger sheet pro- 
posed would clear up the situation nicely. 

I have not had a great deal of luck in 
the way of inducing banks and other in- 
vestors to keep a clear record of the 
changes in their “Stocks and Bonds” ac- 
count, but one of my banks is seriously 
considering the installation of the form 
you suggest. 

R. C. Brown 
T. J. Hargadon & Company 
Meridian, Mississippi 


@ Account Analysis: Exclusive’ date con- 
trol’ and “one operation” repeat addi- 
tions in averaging balances. Also calcu- 
lates Average Ledger and Collected 
Balances, and Earnings, by dual set-ups 
with simultaneous answers, 


@ Savings Interest...A.B.A. or variations: 
“withdrawal and deposit” with daily ac- 
cruals...or for all “end-of-period “work. 


@ Pro-Rating, Rescheduling, Amortiza- 
tions: Discounts, Exchange, brepayments 
on Loans, Foote Accruals. 


@ 20 Points of that Silent Speed Suprema- 
cy! Ask us to prove Marchant gives more 
products and quotients per payroll dollar! 


This Greatest Value and Performance 
Merits Your Investigation Now! 


2 The TREND <4 Zo MARCHANT 
Continuously 


Manufactured, |300 
Satisfactorily 
Serviced 
and 
Consistently 


Preferred 
for 


MARCHANT SALES GROWTH 
28 years 


GREATLY EXCEEDS THAT OF 
OFFICE EQUIPMENT INDUSTRY 


MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A. 
Sales Agencies and Manufacturer’s Service Stations 
in all Principal Cities 
Gentlemen: B 10-38 
You may send us MARCHANT detailed 
FEATURE ANALYSIS, without obligation. 

Name 


Address 
City 


rti- 
b- } | 
\\ 
WE FOUND Him | IS — 1/4 
BANK APPLICATIONS 
in 
is” 
ON 
© Lose Repayment 
la- service charge 
vi b) with Constant or Vai payments 
ber 
to 
ow 
ive 
nd 
me- 
he 
of 
her 
ge DUCES 
his 
| | 
of | | | | 
| 2210041932 1933 1934 1935 1936 1937 
1 
| 


BANKER and 
FACTOR 


Two Mainstays of Credit 


* * * 


XISTING conditions, under which 
EB it is more necessary for banks 
to maintain liquid and stable port- 
folios, have made Banker and Factor 
increasingly close allies. The Fac- 
tor’s basic services—investigation of 
credits and absorption of credit 
losses—not only strengthen the client 
with his suppliers, but enable the 
Banker to extend a more liberal line 
with safety, and with the knowledge 
that it can be liquidated at reason- 
able intervals. 


“*The Factor’’ 


on request 


James Talcott, Inc. 
1854 Factors 1938 
225 FourrH Avenue, New York Ciry 
BOSTON LOS ANGELES 


MONTREAL LONDON 


Serving the 


Business that 
Builds Baltimore 


SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 


Wage and Hour 


Uncertainties 


Washington, D.C. 
NCERTAINTIES hover over the 
“Wage and Hour Act”’ as it goes 
into effect on October 24—uncertainty 
| as to the scope of its provisions and 
uncertainty as to its effect upon 
| industry. 

The incidence of the Act was cush- 
ioned by Congress in the provisions for 
the gradual introduction of shorter hours 
and higher pay rather than the outright 
enforcement of a minimum pay of 40 
cents an hour for a maximum 40-hour 
week. Industries in or affecting inter- 
state commerce must pay not less than 
25 cents an hour for not to exceed 44 
hours per week for the first year. In the 
second year the minimum pay must be 
30 cents an hour for a maximum 42- 
| hour week, while in the third year maxi- 
mum hours must not exceed 40. Pay 
automatically increases from year to 
year to a minimum of 40 cents an hour 
| at the end of seven years. 


BOARDS TO HAVE CHARGE 


geographical distinctions are 
made. The Act provides for industrial 
boards to study particular industries, 
and these boards may, at any time, fix 
wages above 25 cents an hour but not 
to exceed 40 cents an hour. Exceptions 
as to hours are made in the case of in- 
dustries which operate in particular sea- 
sons. The industrial boards are to be 
composed of representatives of employ- 
ers, employees and the general public. 
Their decisions as to the immediate 
application of wages and hours minima 
and maxima are to be based upon the 
cost of living, costs of production and 
transportation, probable total hours of 
employment and all similar considera- 
tions. In some respects these industrial 
boards can and probably will operate 
in a manner similar to the N.R.A. 
industrial committees. The administra- 
tion of the new law is considering a plan 
for the establishment of regional offices 
distributed according to industrial areas. 
This, of course, can easily develop into 
| a new labor hierarchy. 
| The industrial board feature of the 
| law promises to become much more im- 
portant than Congress contemplated, 
though it was enacted to relieve the law 
from the rigidity of an arbitrary scale of 
wages and hours. Already the represent- 
_atives of many industries have applied 
| for the appointment of industrial com- 


NATIONAL UNION 
FIRE INSURANCE 
COMPANY 


PITTSBURGH, PA. 


THIRTY-SEVEN YEARS 
OF 
HONORABLE DEALING 


CREDIT COMPANY, 


Capital & Surplus Over $64,000,000 


UNDED in 1912, with $300,000 
capital, Commercial Credit Company 
is today one of the largest institutions 
of its kind. It operates through more than 
4,000 in 
more than 200 offices 
in the United States Short Term Notes 
and Canada, and is | Limitedamounts 
owned by more than | upon request — 
20,000 stockholders. | @t current dis- 
count rates. 


Bank Relations Dept. 


THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on October 1, 1938, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on September 9, 1938. The 
stock transfer books will remain open. 


C. E. Woopsripce 
August 25, 1938 Treasurer 


144rn Consecutive Dividend Dividend 
by The Texas Corporation and its 


This is a time when well informed directors 
are pillars of strength. BANKING has a group 
subscription plan, by means of which your 
bank can supply this magazine, each month, 


to all or selected members of your board. The 
cost is negligible. 


MORE THAN A THOUSAND BANKS 
ARE MAKING PROFITABLE USE OF IT 


BANKING 
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$60,000,000 


ls one liability pen com pany s BONUS 
tc AMERICAN INDUSTRY 


The soundness of a business institution can holder, such profitability is evidence that our 


be measured by its profitability over a period policy of strict underwriting and conservative 


of years. The profitability of American Mutual financial management provides unquestioned 


can be measured by its record of dividends to security on top of the opportunity to save. 


all policyholders for 600 consecutive months. May we send you our latest financial state- 


Never has the annual dividend on workmen’s ment and investment account? 


PREMIUMS IN 
MILLIONS 
OF DOLLARS 


| 


1910 
AMERICAN MUTUAL WRITTEN 


compensation and all other lines of liability 


insurance been less than 20%. 


This is a record of year-after-year profitabil- 


ity that is unmatched by any other liability 


insurance company— in fact, has been seldom 


AMERICAN MUTUAL PREMIUMS WRITTEN AND S51 YEARS OF U.S 


INDUSTRIAL PRODUCTION 


duplicated in any line of American business. To Admitted Assets Savings of 20% or more have been made 
$34, 866,615.54 on Workmen’s Compensation, Fidelity 


‘a Liabilities: Bonds, and almost every other line of 
$29, 443,222.08 liability insurance. On Fire Insurance, 
t the financial adviser of a prospective policy- | seinmainimagabie written by our associate, Allied Ameri- 
d $5,423, 392.76 can Mutual Fire Insurance Co., even 


greater savings have been regularly 


. Mutual 
America’s Oldest Liability Insurance Company 


MUTUAL LIABILITY INSURANCE 
142 Berkeley Street, 


As of Dec. 34, 1937 


American 


AMERICAN 


COMPANY 


Boston, Mass. 


October 1938 
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As depository for 516 of the 594 
banks in Wisconsin, the First 
Wisconsin National of Milwau- 
kee maintains unparalleled cor- 
respondent contacts through- 
out this state — the practical 
basis for three major services: 
1. The unique C-R-S Plan — Co-or- 

dinated Regional Service — re- 

markably efficient “streamlined” 

service geared to the Wisconsin 


needs of national business cor- 
porations. 


Utmost speed and economy in 
the collection of Wisconsin items. 


First-hand knowledge of busi- 
ness facts (and business men) in 
every section of the rich Wis- 
consin market. 


Member of Federal 
Deposit Insurance Corp. 


mittees to consider their position. Tex- 
| tile workers, for example, are already 
demanding a minimum of 40 cents an 
hour. The building trades are agitating 
for higher minimum pay and some of 
the labor organizations are already de- 
manding extensive changes in the Act. 

It may be several years before the 
| effect of these changes upon industry can 
be accurately measured. The Depart- 
ment of Labor estimates that shorter 
hours of labor may be obtained at 
once by perhaps 4,000,000 workers— 
1,700,000 more than estimated by Con- 
gress. By the time the 40 cents an hour 
provision goes into full effect probably 
around a million workers will receive 
higher pay. Exact results in these re- 
spects depends upon the interpretation 
of what constitutes “seasonal indus- 
tries” and the character of the indus- 
tries to be affected by the Act. The 
narrower interpretation of “seasonal in- 
dustries” now favored by the Depart- 
ment of Labor provides for concessions 
only for industries which operate only 
in particular seasons and not for those 
which operate the year around with 
peaks in certain months. Actual sea- 
sonal industries will be permitted to 
| work their employees during the season 
in excess of the maximum hour limit 
without being compelled to pay time 
and a half for overtime. It is evident 
|that these exceptions and exemptions 
|involve many borderline cases whose 
| equitable disposition will not be easy. 

Uncertainties as to the scope of the 
Act can probably be cleared up only by 
court interpretation. There is the ques- 
| tion, for example, of whether banks may 
_be considered as engaged in interstate 
|commerce or as affecting interstate 
‘commerce and therefore within the 
| scope of the Act. Not many banks in the 
|country pay many employees less than 
|25 cents an hour or work them more 
| than 40 to 44 hours per week, but the 
| question may have some collateral 
importance. 


PENALTIES IN THE LAW 


DOUBTLESS many employers will 
prefer to meet the demands of the law 


the difference between the wages paid 
and the minima required under the Act. 

More important from a long range 
| standpoint, however, is the question of 
what effect the Act will have upon 
American industry and the general busi- 
ness situation. Apparently the Act 
effectively eliminates child labor. It sets 
up standards which are desirable if 
they can be attained and maintained. 


rather than run the risk of the penalties | 
of violation, which include fines of double 


FOUNT-O-INK 


NO DIPPING 

NO FILLING 
UARGE INK SUPPLY 
AUTOMATICALLY FED 


PEN FILLS ITSELF — \ 


AMAZING NEW PRINCIPLE! 
APPROVED BY BANKS AND U. S. OFFICES 
For Informetion Write 


G4 co. 


2652 Pasadena Ave., Los Angeles, Calif. 


fire 

windstorm 

automobile 
earthquake 

sprinkler leakage 
explosion, riot and 
civil commotion 

use and occupancy 
rent and rental value 
annual transit 

fur floater 

parcel post 

personal effect floaters 
trip transit 

other miscellaneous 
inland marine lines 

An excellent company — Ask your broker or agent 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1865 
HOME OFFICE - CHICAGO 


| It is doubtful, however, if the economic 
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GLARE HURTS YOUR EYES 


With ordinary light, your eyes 
must fight to see. Brilliant reflections . . . a skin of 
glare you have to look through . . . cover the whole 
page when you read or write. Instinctively and 
without quite realizing why, you move the page, 
squint or shift position. But glare still glazes over 
black print, washes out color. No wonder close eye- 
work is hard. No wonder your eyes feel tired and 
strained at the end of the day. . . . Glare takes 
its toll in eye-strain, fatigue and annoying and 
costly errors. But now a new invention comes 
to your eyes’ relief — Polaroid, so important 
scientifically that its use is demonstrated by uni- 
versities and technical schools the world over. 


Glare as bad as this offen covers your desk, making reading 


dificult and straining your eyes 


FOR IMPORTANT BOOKLET, “FREE YOUR EYES FROM 


THIS COUPON AND MAIL TO POLAROID 


Name Address 


October 1938 


POLAROID ENDS GLARE 


«With the Polaroid Desk Lamp, 
glare is gone, trapped at the source! Polaroid 
brings a kind of light you’ve never seen before. 
Printing and pencil writing stand out from the 
page, velvety black on white. Even a long day’s 
work leaves your eyes unstrained and clear. Visi- 
bility is nearly doubled. Polaroid Sun Glasses 
brought relief from outdoor glare to thousands. 
Now the Polaroid Desk Lamp, with its powerful, 
glareless light, brings the same relief to your eye- 
work indoors. Have a convincing demonstration 
... at the nearest department store, stationer, 
electrical dealer, or public utility showroom. 


MAIL COUPON BELOW FOR INTERESTING INFORMATION 


What a difference the Polaroid Desk Lamp makes! Glare is 


absolutely eliminated. (Both photographs unretouched) 


LIGduHti 


y, @® *T.M. Reg. U. S. Pat. Off. 
* 


GLARE,” AND OTHER INFORMATION, TEAR OFF 
CORPORATION, 285 COLUMBUS AVE., BOSTON, MASS. 


Occupation 
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COMMERCIAL 
INVESTMENT 
TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $67,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies, with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C.I1.T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed upon request. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


| to a point where the increased hourly) 


| objects of the Act will be realized. 


| they can retain their employment and 


Workers heretofore receiving less than 
the minimum pay will be benefited if 


their working hours are not cut down 
wage rate is more than counteracted. | 


Many workers whose employers cannot| 
consider them as worth the new pay 


rates will probably be dropped. Many} : 


concerns unable to operate under the 


| increased pay scales may go out of busi-| 
| ness. 


MAY AFFECT EMPLOYMENT 


HIGHER wage rates will probably 
lead to the introduction of more labor- 
saving machinery. Hence it is quite 
possible that from the standpoint of 
Labor itself, not to mention national in- 
terests, the effects of the Act will in- 
clude a considerable increase in unem- 
ployment. In so far as higher wages and 
shorter hours tend to increase produc- 
tion costs they will tend to impede 
business recovery. To the extent that 
they restrict production they will tend 
to reduce national production of wealth 
and inevitably lead to a lower standard 
of living. 

It is already evident that extensive 
changes in the law will be demanded of 
the new Congress. Highly organized 
labor, such as that in the building 
trades, is opposed to any fixation of 
| wages on the ground that to fix a mini- 
| mum is to freeze wages at the minimum. 
Exceptions and exemptions under the 
| Act are provocative of dissensions. 


ACT’S SHORTCOMINGS 
WHILE agricultural workers are among 


the lowest paid in the country, they do 
| not come under its provisions. Neither 
do employees of local retail establish- 
ments, employees of weekly or semi- 
weekly local newspapers with small cir- 
culation, or persons employed in any of 
the many industries processing agricul- 
tural products. Inequalities of this sort 
naturally result in dissatisfaction and 
agitation to correct its cause. There is 
| still a strong demand for geographical 


differentials designed to protect various 
industries in the southern states—the 
one great question upon which opposi- 
| tion to the Act as a whole was waged so 
long and so bitterly. The new law, in 
| short, is the first step in what is likely 
| to become a long struggle for wage and 
hour readjustment. Doubtless out of it 
| all will come important benefits in time, 
but the way to these benefits is likely 
| to be much longer and much more diffi- 
cult than the advocates of the new 
system have anticipated. 
GEORGE E. ANDERSON 
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NATIONAL 


Yes, when you visit Texas... 
“The Empire Within an Empire” 
.-. make it not only a convention 
visit but a Tour of Texas. 
Knowing Texas can not be 
toured completely in your allot- 


ted time, we are suggesting 
points of peak interest ... each 
offering the fine services of Af- 
filiated National Hotels. 


GALVESTON ... Romantic Isle 


in the Gulf of Mexico ... a vacation 
mecca to thousands of visitors an- 
nually, just an hour's drive from your 
convention headquarters. In Galveston 
we suggest Hotel BUCCANEER. 


AUSTIN. . Capital of Texas. 
Named after Stephen F. Austin, “Father 
of Texas.” Seat of the wealthy Uni- 
versity of Texas and other state elee- 
mosynary institutions. To see Austin 
best—stop at Hotel Stephen F. Austin. 


FORT WORTH... where the 


West begins . . . one of Texas’ metro- 
politan cities with largest stockyards in 
the South. A friendly city of cultural 
beauty and civic attractiveness. While 
seeing Fort Worth make Hotel TEXAS 
your address. 


DALLAS... . Texas’ financial 
stronghold, home of 1lth District Fed- 
eral Reserve Bank and many other im- 
portant financial institutions . . . Roll- 
ing up greatest banking volume in 
Southwest. A great manufacturing and 
industrial center. While visiting Dallas 
enjoy the comforts of Hotel CLIFF 
TOWERS. 


EL PASO ... the Sunshine Border 


Playground. The most health-giving 
climate in America. A city of attrac- 
tions, the gateway to Juarez and Old 
Mexico. In El Paso—stop at Hotel COR- 
TEZ. 


SAN ANTONIO... site of the 
ALAMO, “Cradle of Texas Liberty.” 
“Missions built hundreds of years ago 

. . Randolph Field, “West Point of the 
Air” and many other important mili- 
tary posts. San Antonio has many ex- 
cellent hotels. 


Affiliated 


>NATIONAL HOTELS 


HOST TO THE NATION- 
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WHEN You AG) WHEN YOU 
HAVE A 
Loss 


A HARTFORD agent is more than a fair weather friend 


With your Hartford policy goes the friendly help of an 
agent. Count on him to manage your insurance affairs, 
to give useful information on protecting your property. 

Count on him to advise on which forms of policy, out 
of the many available, you should have. In the long run 
it is to his interest as well as yours to see that you have the 
right policies, in the right amount—no more and no less 
than you need. 


Count on him in time of trouble, when you have a 
loss. He will promptly take the necessary steps. 

It is easy to get in touch with a Hartford agent. Wher- 
ever you are in the United States, telephone Western 
Union (in Canada call National Telegraphs) and ask for 
the name of the nearest Hartford agent. 


Hartford Fire Insurance Company 


—and the Hartford Accident and Indemnity Company write practically every form of insurance except life 


HARTFORD, CONNECTICUT 
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Costs Costs 
$5.00 $5.50 
without with 
calendar, calendar, 
SAVES SAVES 
$3.00 $2.75 
a year a year 


All figures 
are clear 
and legible 


DAYMETER 
can save your bank $3.00 a year 


That is a 60% return on a $5.00 investment without risk 


Every man who figures interest and discounts in your Only one setting of the dial each morning — for the 
bank must first determine the number of days involved whole day’s transactions. DAYMETER is a fine 
in every transaction he handles. By using a DAY- precision instrument. Its polished aluminum, and 
METER costing $1.50 a year, instead of a special beautifully lithographed metal, mounted on ball bear- 
calendar costing $4.50 a year, you save both time and ings will last a lifetime and return you a 60% dividend 


ere. : every year. Every man who figures interest in your 
Simply by turning the DAYMETER dial the informa- bank should have a DAYMETER. 


tion wanted appears in the slot. No calculating — no 


errors. Instantly shows The first cost of a DAYMETER — $5.00 or $5.50 — is 
1. The due date of a note payable in days, weeks the same as the first cost of a calendar for doing the 

or months. ; same work. You save $3.00 a year on renewals as new 

2. The days to run on a discounted note. DAYMETER discs cost only $1.50 (with new calendar 


3. The days elapsed on any note. pad included $1.75). A free trial will convince you. 


PLEASE USE THIS COUPON FOR A 30 DAY FREE TRIAL 


DAYMETER COMPANY, 9 Piaza, New York Ciry, N. Y. 


We would like to give DAYMETER a thorough trial without obligation. Please send express prepaid—one 
DAYMETER with Calendar Pad 1; without Calendar (1. 


SIGNED 
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Liabilities of Bank Directors 


By LEO T. CROWLEY, as told to GEORGE E. ANDERSON 


Last month F. D. I. C. Chairman CROWLEY expressed his 
views on “‘A Bank Director's Duty”. A second article appears 
below, while a third will follow in December BANKING. 


N the United States Court at Cincinnati there is now 
pending a case which should engage the careful attention 
of every bank director in the United States. The case 

arose in connection with the receivership for the National 
Bank of Kentucky at Louisville. The receiver brought suit 
against the directors of the bank for dereliction of duty 
under the statutes of the United States. The trial court gave 
judgment for amounts totalling over $5,000,000. On appeal 
to the Circuit Court of Appeals the latter reversed the lower 
court in part and reduced the judgments to comparatively 
small amounts. Thereupon the Comptroller of the Currency 
and the receiver petitioned the Supreme Court of the United 
States for a writ of certiorari enabling them to intervene and 
raise the question of the liability of bank directors under the 
common law. The Supreme Court instructed the trial court 
to re-try the case on the basis of the common law as well as 
upon the statutes. The case is expected to be brought to a 
decision in the October session of the court. It is expected to 
result in a clarification of the law, statutory and common, 
affecting the duties and responsibilities of bank directors. 

Meanwhile, other court decisions, both as to the common 
law and the statutes, have established a fairly clear code of 
director responsibilities. From early days courts have held 
bank directors liable in their personal and individual capac- 
ities for any loss to the bank which results from a failure 
to fulfill properly the duties of their office, whether this 
failure is in the performance of a statutory or common law 
duty. If through failure to exercise ordinary diligence and 
prudence a loss to the bank results they can be held for such 
loss in a civil action for damages. They may be sued by a 
stockholder if the bank is a going concern or by a stock- 
holder, depositor or other creditor if the bank is in receiver- 
ship. The extent and nature of directors’ liability in civil 
actions of this sort is indicated by the fact that, growing out 
of the banking troubles of five years ago, the office of the 
Comptroller of the Currency in one year compromised and 
settled by amicable adjustment, claims against directors 
of national banks alone in excess of $10,000,000. 

Directors are not required to devote their entire time to 
details of business management, but this does not mean that 
they can discharge their duty by reposing the entire adminis- 
tration in officers selected by them, and they will be held 
liable for losses proximately resulting from a failure to exer- 
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cise reasonable supervision over the conduct of such officers. 
Included in such duties of supervision directors should give 
personal attention to reports of examination and letters from 
supervising officials and should give personal attention to 
the contents of statements of condition furnished to super- 
vising officials and published. Failure to do so may involve 
liability. They cannot discharge their duties by holding 
meetings at rare intervals and limiting the business of such 
meetings to perfunctory matters. For failure to attend meet- 
ings, even though residing at a distance, directors may 
become liable and they cannot shield themselves from liabil- 
ity by pleading ignorance of transactions in which they did 
not participate when their ignorance is the result of negligent 
inattention. 

Among the cases of negligence or malfeasance for which 
directors have been held liable by the courts under the 
common law are: 

Failure to audit or examine the condition of the bank 
periodically, or to cause the same to be audited; 

Failure to use reasonable effort to collect slow or doubtful 
assets; 

Failure to use reasonable care in examining and auditing 
the books of the bank, the supervision of officers and the 
like; 

Failure to exercise extra care in loans to fellow directors 
or members of their families or to businesses in which they 
are interested or with which they are affiliated; 

Permitting extravagant or improvident expenditures in 
the conduct of the bank’s business; 

Authorizing or permitting a bank to act wlira vires, par- 
ticularly where a bank has entered into and operated some 
business not properly connected with the banking business; 

Authorizing improvident investments; 

Making loans where the security taken is insufficient or 
for allowing improvident overdrafts; 

Failure to require proper bonds from officers and em- 
ployees of the bank; 

Permitting control by incompetent officers; 

Failure to charge off assets at the direction of the Comp- 
troller or representing such assets to be good where such 
failure or representation results in loss; 

Certifying or permitting checks to be certified on insuffi- 
cient or overdrawn accounts; 

Failure to appoint a discount and loan committee or an 
examining committee of directors when required by law or 
by the volume of the bank’s business or failure to see that 
such committees function when appointed. 

A director is civilly liable for any loss resulting not only 
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from the direct or indirect conduct of any outside business 
ultra vires or forbidden by a bank’s powers—except where the 
business is acquired to protect a loan—but also for any acts 
of promotion or speculation in the stock of any other com- 
pany or for loans made for the subscription of such stock in 
pursuance of such promotion or speculation. 

Defenses of directors against their liability for losses are 
comparatively few and usually are rather strictly limited by 
the courts. The most important defense is that afforded by 
statutes of limitation. In this the laws of each particular state 
govern. Some states have laws providing one period of time 
in which acts arising from contracts are barred and another 
period in which actions arising from torts or wrongful acts 
are barred. Usually the provisions relating to contracts cover 
a longer period and the courts usually apply the longer pe- 
riod. The period in both cases usually begins to run from 
the date of the act, that is, from the date of the loan or the 
date on which the wrongful act occurred, but this rule is not 
universal. Usually a director is not liable if he can show that 
he attended to his duties and acted in good faith. Many cases 
have hinged upon the determination of what constitutes 
“negligence”. It has been generally held that a director is 
not liable for acts constituting merely “bad management” 
or “unsound banking methods”’. The usual rule is that negli- 
gence implies a careless attitude toward management. 


DIRECTOR RESPONSIBILITIES TEND TO INCREASE 


NEW activities of banks involve new responsibilities of 
directors, which carry with them new liabilities. The develop- 
ment of trust departments in banks in recent years offers an 
example. So far as the law books show there have been no 
court decisions involving civil responsibility of a bank direc- 
tor for negligence or misfeasance in connection with the oper- 


ation of a trust department. In a considerable number of 
cases claims against directors on the part of bank receivers 
growing out of bank failures have included liability for negli- 
gence in this connection but in every known instance the case 
was settled out of court. Nevertheless it seems to be the 
universal opinion among the legal advisers of supervisory 
authorities that the common law rules will apply to cases 
involving negligence in the management of trust depart- 
ments and that, in fact, courts will be disposed to hold 
directors more strictly to account because of the special 
fiduciary nature of the responsibility placed upon them. 
Hence it is generally held that a bank director, as well as his 
bank, will be held liable for loss arising from his failure to 
require proper auditing of trust accounts, to provide a proper 
place for the keeping of securities belonging to trusts, to 
insure trust property properly, to segregate securities be- 
longing to each individual trust properly in accordance with 
regulations, to require bonds of trust department employees; 
also, for negligent delegation of authority to unsupervised 
officers, for failure to inquire into the legal quality of trust 
investments, for failure to inquire into fraudulent acts of 
trusted employees when his attention is called thereto, for 
failure to correct wrongful acts when detected, for failure 
to appoint trust committees or neglecting to attend them 
when required—in short, for a violation of any of the ac- 
cepted or required regulations and principles governing the 
operation of trust departments. 

Final liquidation of a bank’s affairs is not necessary to 
establish a director’s liability. The liability accrues when the 
act complained of, resulting in loss, takes place. Creditors 
and stockholders may individually sue directors to recover 
losses to them but not losses which are class or general losses. 
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It should be noted that the decisions of the courts under 
the common law establishing director liability in the cases 
above noted apply in general to directors of all banks, not 
merely those under Federal jurisdiction. They embody 
principles of law which cover good faith and the proper 
performance of duties under all trust relationships. They 
mean, in essence, that when a man undertakes to care for the 
property of another he will be held responsible for the proper 
performance of that undertaking. Many of these common 
law decisions are now embodied in the codes of several states. 

In recent years, especially in connection with the various 
provisions of recent legislation, directors are held liable by 
statutes. The most important provision of this sort is Section 
5239 of the Revised Statutes which provides that if the 
directors of a national bank shall knowingly violate or permit 
to be violated any provisions of the National Bank Act they 
shall be liable personally and individually for all damages 
sustained by the bank, its shareholders or any other person, 
by reason of the participation in or assent to such violation. 
Among other cases in which the statutes hold directors 
personally liable for loss are the following: 

Where directors assent to or participate in making loans 
to a single borrower in excess of 10 per cent of capital funds 
they may be held for the whole of any resulting loss whatever 
their motives or the financial standing of the borrowers nor 
can liability be avoided through loans to two or more 
persons closely affiliated in interest. They will also be held 
liable under Sec. 22 of the Federal Reserve Act for loans 
made to or investment in securities of any bank affiliate in 
excess of 10 per cent of the bank’s capital funds or 20 per 
cent of the capital funds in the case of all affiliates. The same 
liability also applies where directors invest in or make loans 
amounting to more than the capital stock of the bank in 
bank premises or the stocks or other obligations of any 
corporation holding bank premises. 


AND FINALLY— 


DIRECTORS are held civilly liable under Sec. 5239 of the 
Revised Statutes for permitting investments in securities 
not authorized by law under Sec. 16 of the Banking Act of 
1933. They may be held in the same way for damages to any 
person who is injured by relying thereon for knowingly 
authorizing the making and publishing of a false condition 
statement of the bank itself and its affiliates. They may incur 
personal liability for damage sustained by a bank by the 
declaration of dividends when the same are unearned and 
where there are insufficient net profits of the bank to pay 
them or when the reserve with the Reserve bank is deficient. 
They are liable where they cause or permit an affidavit to 
be made, as required by law, certifying that new capital 
stock has been paid in when such is not the fact and such 
affidavit is relied upon by persons incurring loss thereby. 
Under Sec. 22 of the Federal Reserve Act providing a penalty 
for loss to the bank, they are liable for violating the law 
covering the payment of interest on deposits, for violating 
the provisions of law regarding loans to executive officers of 
the bank and for permitting the bank to act as agent for a 
non-banking borrower in making loans on securities to 
dealers in stocks, bonds and other securities. While no definite 
court decisions seem to have established the rule it is gen- 
erally considered that they will be held liable where loss 
results from excessive real estate loans, excessive invest- 
ment in Edge Act securities, and purchases from or sales to 
directors,—in short, for all transactions involving violations 
of law which cause loss. 
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II. Meet the Monoply Alternates 


By HERBERT M. BRATTER 


The September issue of BANKING described the members of 
the Temporary National Economic Committee and its coordina- 
tor or executive secretary. Here is a hasty handshake with the 
men who are working closely with the committee members, and 
who in some instances shoulder the brunt of the load that falls to 
the lot of the executive departments and agencies. 


IRST there are the official alternates. Only the six 
departmental members are to have such substitutes. As 
this is written none for the Commerce Department has 
been formally appointed. Those thus far designated are: Jus- 
tice, Wendell Berge; Labor, A. F. Hinrichs; Securities and 
Exchange Commission, Jerome N. Frank; Federal Trade 
Commission, Ewin L. Davis; Treasury, C. J. Peoples. For 
Commerce the de facto alternate is Dr. Willard L. Thorp. 

In addition to these, each department and agency named 
has one or more persons actively working on this economic 
assignment. In some cases these men will be with the prob- 
lem to the end. In other cases new aid will be sought from 
existing departmental personnel as the subject matter under 
investigation changes. Finally, since the resolution which set 
up the committee provided for the utilization of all existing 
Government facilities, it is natural that the advice of addi- 
tional officials should be sought. Among the latter are to be 
numbered A. A. Berle and Gardiner C. Means. 

In connection with the Federal Trade Commission, it 
should be noted that its participation in the committee’s 
work is on a somewhat different basis than is that of the 
other executive agencies, due to the restrictions which that 
semi-judicial body imposes on its chairman. 


Dr. Willard L. Thorp 


A $25,000 a year economist for a private organization, 
Dr. Willard L. Thorp’s part-time service brings to the 
Commerce Department the benefit of a clear thinker who, 
despite his youth, has long had the respect of both conserva- 
tive and progressive economists in this country. This 39- 
year-old former Amherst professor and member of the 
National Bureau of Economic Research is not a visionary. 
He is efficient and thinks clearly. He is no panacea-ist and 
no politician. As Dr. Thorp sees the committee’s task, it is to 
determine why our economic system doesn’t function better 
and to search for a public economic policy. To rush the 
planning stage he regards as a great mistake. From his 
office one may look for a careful and searching inquiry of 
lasting value. 


Ernest A. Tupper 


Mr. Tupper, who in July was designated assistant to Dr. 
Thorp and chief statistician of the Commerce Department, 
came to the department from the University of Pennsyl- 
vania prior to the New Deal. He served first in the Division 
of Economic Research and later as chief of the Division of 
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Foreign Trade Statistics. Mr. Tupper functions as Dr. 
Thorp’s administrative assistant and contact man with 
those members of the Department who are assigned research 
tasks in connection with the inquiry, a function particularly 
valuable during Dr. Thorp’s periodic absence from the 
capital. Mr. Tupper’s function is purely administrative, for 
which task he is eminently suited. He has nothing to do with 
the formulation of policy. He was born in Massachusetts. 


Calvert Judkins 


The head of the Commerce Department’s trade association 
section is well known to the nation’s business organizations. 
Few Washingtonians give more to their jobs than this soft- 
spoken 44-year-old ex-minister from California. That he is a 
lawyer, and worked several years for the U. S. Chamber of 
Commerce, has given him special equipment for his Govern- 
ment position. His useful work as unpaid secretary of the 
National Economic Planning Association, a group of Gov- 
ernment economists which used to meet Thursday evenings 
at Brookings Institution, both before and after the advent 
of the New Deal, has given him personal acquaintance with 
many of the Administration’s present close advisers. In 
N.R.A. days he served as secretary of the commerce com- 
mittee which prepared the model code. He is very much the 
student type, a bachelor in love with his work, serious yet 
pleasant natured, a good mixer and diligent. Mr. Judkins 
knows his field well, and will do a conscientious job for Dr. 
Thorp or Mr. Patterson. 


Robert R. Nathan 


At 29 Robert R. Nathan is the youngest person to have 
participated as an alternate in the meetings of the main 
committee. An economist and lawyer, this Ohioan’s special- 
ties are national income and unemployment. He is the 
Commerce Department’s expert on both topics. In 1934 he 
served as consultant on statistics for the President’s Com- 
mittee on Economic Security which set up the Social Security 
law. He may be described as a progressive. Under Dr. 
Thorp’s direction, he will study the flow of income, corporate 
internal financial policy and resources at different stages of 
the business cycle and their relationship to unemployment, 
price policies and the like. He will still continue his regular 
work for the Department, where he heads the national 
income section. 


Ewin Lamar Davis 


Sixty-two-year-old Judge Ewin Lamar Davis, Mr. 
Ferguson’s alternate on the National Economic Committee, 
is a Roosevelt appointee to the Federal Trade Commission. 
A native of Tennessee and resident of Tullahoma, lawyer by 
profession, he is a brother of the celebrated Norman Davis, 
now head of the Red Cross. Judge Davis, who sat eight 
years on the circuit court of Tennessee, was seven times 
elected to Congress. There he served as chairman of the 
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Committee on Merchant Marine, Radio and Fisheries. 
During his years in Congress Judge Davis opposed concen- 
tration in the ship building and radio industries. He worked 
hard to defeat the Lasker ship subsidy bill. 


Charles H. March 


Commissioner March is described as a ‘‘ferocious anti- 
monopolist”. Catalogued as a Republican, though a Roose- 
velt appointee, this self-made, once wealthy friend of Senator 
Borah is a tough progressive. On his 21st birthday his or- 
ganization of young progressives defeated his own father’s 
candidate in a Minnesota election. Today he is one of the two 
dominant members of the Federal Trade Commission, an 
experienced and purposeful executive. 

Colonel March—he is reputed to be a great marksman—is 
firm for enforcement of the anti-trust laws. Yet, notwith- 
standing this firmness, he has a winning personality. March 
made his fortune in corporation law practice and business 
ventures. He has long been a thorn in the side of big business, 
notably utilities and farm-implement manufacturers. A 
hater of tyranny and fascism, he is a favorite among farmers 
and small businessmen, whose interests he understands. Yet 
he insists that big business be given a square deal. 


William A. Ayres 


Federal Trade Commissioner Ayres is listed as another 
monopoly fighter, although not a dangerous one. Nine times 
elected to the House of Representatives, he was for years the 
sole Kansas Democrat in Congress. Ayres, the former 
campaign manager for ‘“‘Sockless” Jerry Simpson and friend 
of Old Bob LaFollette, made a name for himself in Congress 
as opponent of the United Fruit Company. He fought hard 
to get the marines out of Nicaragua. At the F.T.C. he suc- 
ceeded James M. Landis upon appointment by President 
Roosevelt. He is now past 71. 


Willis J. Ballinger 
Along with Corwin D. Edwards, Willis J. Ballinger is 


economic adviser to the Federal Trade Commission. 
Ballinger is also the executive assistant to the Commission 
in its work for the Temporary National Economic Commit- 
tee. Born in the District of Columbia 38 years ago, Ballinger, 
an ardent New Dealer, boasts a varied experience in editorial 
writing in and out of Washington, teaching and government 
work. Yale, Amherst, Smith, Goucher, Williams—all their 
campuses he knows well. As chief of special studies at S.E.C. 
until his falling out with Chairman Landis, he recommended 
segregation of broker and dealer functions several years ago. 

Ballinger is not content with things as they are. As long 
ago as 1924 he worked actively for the LaFollette ticket in 
New England. Believing in the capitalistic system as the best 
system, he feels that for years great areas of business have 
been seceding from it and that if this process is allowed to 
continue, a new order of unpredictable nature will become 
our lot. Ahead we can drift only toward socialism, com- 
munism, fascism; so Ballinger would set us on the road back 
to that economic system requiring the least Government 
regulation. But undiluted competition may mean only 
chaos, he warns. Business needs all the information and in- 
telligence it can summon. Where the Government can per- 
form a useful service is in supplying businessmen with basic 
economic information and traffic lights designed to eliminate 
both economic road hogs and traffic jams. 
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Wendell Berge 


Chief lieutenant of Thurman Arnold is his Justice Depart- 
ment assistant and alternate on the Committee, 35-year-old 
Wendell Berge. A native of Nebraska, Mr. Berge is the son 
of a lawyer who ran for governor on the Democratic and 
Populist tickets in 1904. Mr. Berge has been with the 
Department since 1930, when he left a Wall Street law firm 
“temporarily”, to engage in anti-trust work for the Hoover 
Administration. With Jackson and Thurman Arnold, he is to 
be classified as a liberal, an admirer of Brandeis and Cardozo. 
His background naturally gives him an intellectual and emo- 
tional slant against the “big fellow” and for the “little 


” 


fellow”’. 


Hugh Cox 


Only 33, this modest Nebraskan Rhodes scholar has for 
three years been doing some of the most important briefing 
in the Justice Department. A lawyer who in his Harvard and 
Oxford student days received high academic honors, he came 
to the Department via a Wall Street law firm at the instance 
of his present chief in the monopoly study, Wendell Berge. 
Since the creation of the Temporary National Economic 
Committee, Cox has coordinated the contribution of the 
Department. His it is to decide what matters will be investi- 
gated and in what order, what testimony is needed and who 
will give it. 

This important task is given to a man who, while never 
identified with any important anti-trust cases, did excellent 
work on the packers and stockyards and Kansas City 
Stockyards cases. He has also worked for the Government on 
Supreme Court cases, and as Government trial lawyer in 
Boston conducted the lengthy hearing on the milk cases. 

Directly assisting Mr. Cox in the work for the Committee 
is George P. Comer, chief of the economic unit of the anti- 
trust division. In his late forties Comer, an energetic worker, 
has had a long experience in the civil service. 


A. F. Hinrichs 


To monopoly problems this 39-year-old Brooklyn boy 
brings a keen and critical mind. Something of an abstract 
philosopher yet practical student of labor history and of 
national economic planning, Dr. Hinrichs is right-hand man 
of Isador Lubin in the Bureau of Labor Statistics and his 
official alternate on the national economic committee. 
He has the respect of labor and business groups. A good 
example of his work is the Department’s report on the cotton 
textile industry. Dr. Hinrichs is a graduate of Cornell and 
Columbia. For Brown University he directed the bureau 
of business research, and for New York State, the research 
work of the bureau of housing and regional planning. Per- 
haps more than any member of the committee, he is the 
broad-scale planner, whose theories are given a realistic 
touch because of his work in the Labor Department. 


Jerome N. Frank 


A man of varied interests, prosperous S.E.C. Commissioner 
Jerome N. Frank, 49, one-time Chicago and New York 
attorney and New Deal counsel in various agencies, is at 
this writing Mr. Douglas’ alternate on the committee. He is 
definitely a left-winger in the New Deal. His claims to fame 
are that he has written Law and the Modern Mind (1930) and 
Save America First (1938); that he was employed by Rexford 
Tugwell as A.A.A.’s chief counsel, being later given working 


BANKING 


for 
fing 
and 
ume 
nce 
ge. 
mic 
the 
sti- 
vho 


ver 
ent 
‘ity 

on 


quarters at the R.F.C.; and that he regards the $10 an hour 
which the I.C.C. allowed him for his work on the Missouri 
Pacific R.R. reorganization as “hopelessly inadequate”. He 
may be described as a left-winger with a strong capitalist 
bent. It should be noted that Mr. Frank does not believe in 
indiscriminate trust-busting. But he thinks there are certain 
undesirable integrations which stand in the way of lower 
prices and more abundant production. That some industrial 
price policies have been against public interest has been due 
not to evil intent but, rather, to short-sightedness. He 
recognizes that “monopoly” is really a very complicated 
question. 


Thomas C. Blaisdell 


A 43-year-old economist at the S.E.C. bears the title of 
“Director of the Monopoly Study ”’. This is a very important 
post in the eyes of those high officials who regard finance as 
over half the monopoly story. That this position should go to 
the author of The Federal Trade Commission, an Experiment 
in the Control of Business (1932) is not unfitting. That it 
should go to a proved New Dealer is only natural. 

As a former Columbia professor of economics, Mr. 
Blaisdell served this Administration first on the staff of the 
consumers’ counsel of the A.A.A. Next he was director of the 
consumers’ advisory board of N.R.A. Later he became 
economic adviser to the administrator of the Resettlement 
Administration, and more recently assistant director of 
research of the Social Security Board and consultant to the 
National Resources Committee. He is thus widely known in 
Washington. His associates describe him as of keen mind, 
versatile, and easy to get along with. 


Christian Joy Peoples 


Admiral Peoples, alternate on the committee for Treasury 
General Counsel Oliphant, knows a lot about “collusive 
bids” on Government contracts. Born in Iowa in 1876, he 
entered the Navy as an ensign in the Supply Corps at the age 
of 24, and worked his way up to rear admiral in 1917. Tall, 
erect, bald, officially strict, a man of serious yet pleasant 
disposition, alert, this Navy desk man was made head of the 
Treasury’s new procurement division when his former de- 
partment assistant secretary entered the White House. A 
“good soldier” who knows how to look out for the Govern- 
ment’s interest, Admiral Peoples has a reputation for fair 
dealing in awarding Government contracts. When the com- 
mittee gets around to cement and automobile tires, he, as one 
of the world’s biggest purchasing agents, is the man it will 
first consult. 


Adolf Augustus Berle, Jr. 


Original braintruster, late R.F.C. counsel and recently 
Assistant Secretary of State, the former New York City 
chamberlain is no stranger to students of business concentra- 
tion. He is the author of several books on corporation finance. 
With Gardiner C. Means he wrote the Modern Corporation 
and Private Property (1932). This Bostonian’s background 
includes Harvard Law School, Columbia Law School, the 
position of financial adviser to the American Embassy at 
Havana, and work with the U. S. delegation to negotiate 
peace with Germany. 

In the originally confidential 23-page memorandum which 
Mr. Berle prepared for two members of the National 
Economic Committee he holds up to the light some wide- 
spread assumptions. Small business, according to him, is 
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not necessarily competitive or human; big business is not 
necessarily efficient. One of the studies he advocates is an 
investigation of how our commercial banking and capital- 
issues systems work in extending credit to businesses large 
and small. 


Gardiner Coit Means 


From Connecticut 42 years ago, Gardiner Means comes to 
his present post in the National Resources Committee via 
Harvard, the office of the Secretary of Agriculture, and the 
consumers’ advisory board of N.R.A. With James C. 
Bonbright he collaborated on The Holding Company, with 
A. A. Berle, Jr., on The Modern Corporation and Private 
Property. 

In 1935 Dr. Means listed the problems of price-making at 
considerable length in a Senate document, wherein he said, 
“Sound industrial policy cannot be expected if left to busi- 
ness groups alone.” There he pointed to the widespread 
presence in our economy of “inflexible, administered prices 
which have produced highly disrupting effects in the func- 
tioning of the economy and which are largely responsible for 
the failure of a policy of laissez faire. . . . The whole depres- 
sion might be described as a general dropping of prices at the 
flexible end of the price scale and a dropping of production at 
the rigid end with intermediate effects between.” 

The views of Dr. Means have had wide circulation in 
Washington and he has been actively at work collating data 
for the National Economic Committee. 


Prentiss Coonley 


Prentiss Coonley, temporarily serving as assistant to the 
chairman of the Business Advisory Council, should not be 
overlooked in describing the back-stage personnel of the 
present investigation. Mr. Coonley is the man who attained 
national prominence a few months ago when he left a Wall 
Street firm to bring businessmen and Government officials 
together, informally, for better mutual understanding. As a 
former manufacturer in the metal trade, and as one with 
N.R.A. experience on the official side, Mr. Coonley has 
excellent qualifications for his réle as intermediator in the 
informal hostilities so frequently to be noted between various 
businessmen and the New Deal. He goes on the theory that 
individuals will not say about those they know what they 
might say if they didn’t know them, that acquaintance 
makes for understanding, and understanding minimizes 
animosity. In this way, he feels, we can get at some of the 
pressures for monopoly. Coonley’s dinners are still signifi- 
cant behind the scenes in Washington. 


Daniel Bertrand 


At a desk athwart the anteroom of Leon Henderson’s 
office in the new F.T.C. building sits his administrative 
assistant, Daniel Bertrand, the 37-year-old Vermonter who 
did similar duty for his present chief during the dying days 
of N.R.A. 

Mr. Bertrand studied economics at Amherst, then worked 
in the advertising and publicity department of the New York 
Telephone Co. At N.R.A. he studied the effects of price 
fixing in the tobacco trade, and later was made economic 
adviser on the motion picture code. In movie circles he is 
erroneously regarded as having played Sherlock Holmes for 
the Department of Justice. Actually he regards motion 
pictures as far from our most pressing monopoly problem. 

His work for the coordinator of the National Economic 
Committee is entirely administrative in nature. 
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In the August issue of BANKING, page 43, was described 
the British effort to aid industrial recovery through the Special 
Areas movement, in which British banks are participating by 
lending funds to the Government, which in turn lends them to 
industrialists. Below, Mr. Firtu, a frequent writer for 
BANKING, describes the Special Areas movement machinery. 


URING the depression period America and Great 
Britain alike have been faced with the problem of 
extraordinarily distressed areas—the result of changes 

in world economic conditions—and with a realization that 
never again could the old industries in these areas be ex- 
pected to absorb their pre-depression quota of labor. 

In America, our problem is both agricultural and indus- 
trial. Our Middle Western States have perhaps suffered most 
in this direction as a result of floods and dust storms which 
have devastated vast areas, although many of our heavy 
industrial sections have been hard hit by changing condi- 
tions and by the introduction of modern methods and new 
machinery, which has altered the ratio of manpower to 
production. As examples, our coal regions are feeling the 
continually increasing use of oil as a domestic and industrial 
fuel, and whole communities have suffered through the 
transfer of textile and paper mills to southern states. 

In Great Britain, the problem is mainly an industrial one, 
with the greatest suffering apparent in those areas which are 
traditionally the home of the heavy industries—coal, iron, 
steel and shipbuilding. British Government plans for the 
rehabilitation of these submerged industrial areas are 
worthy of study. 

These distressed, or so-called ‘Special Areas”’, are four in 
number: the Northeast of England, centering around 
Durham and Newcastle-on-Tyne; South Wales, around 
Cardiff; West Cumberland (Whitehaven); and the Scottish 
industrial areas surrounding Glasgow. 


POSSESS MANY NATURAL ADVANTAGES 
BECAUSE of their many natural and other advantages 
these locations were once the centers of national prosperity. 
They still possess the natural resources in the form of coal, 
iron, stone, clay and other minerals and have many other 
assets essential to the successful operation and development 
of industry and business. With abundant labor also avail- 
able, the problem was to attract new industries into the 
areas in sufficient volume to provide permanent work for 
those in need of it and thus assure a return to former 
prosperity. 

In a first move toward the rehabilitation of these distressed 
areas the Government, through a Special Areas Commis- 
sion, has expended considerable sums of public money in 
rebuilding, repairing and modernizing local public services— 
housing, sewerage, water supplies, hospitals and the like. 
This work, in nature similar to our P.W.A. projects, is still 
proceeding with further heavy commitments entered into for 
the purpose. However, the Government’s ultimate object is 
to provide permanent jobs for the unemployed by subsidizing 
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Capital Loans and Employment 


private industry, and the public works projects are but a 
means to that end, not a temporary expedient to create 
work. 

With the first part of its program well in hand, the 
Government is now providing opportunities for industry to 
take advantage of the Special Areas’ actual and potential 
values by offering financial and other assistance both for 
the development of new industries and the expansion of old 
ones. The saving in capital outlay and the reduction in over- 
head costs made possible under the Government plan allow 
an industrialist to operate in the Special Areas on terms more 
favorable than can be obtained elsewhere in the country. 

No capital need be tied up in land and buildings by firms 
deciding to operate in the Special Areas. The industrialist is 
offered a choice of locations and no matter which site is 
decided upon, arrangements are made whereby he can rent a 
modern factory under most advantageous terms and 
conditions. 


THE WORK OF “TRADING ESTATES” 


IN each of the Special Areas, “trading estates” are being 
developed by trading estates companies under agreement 
with the Special Areas Commissioners. These companies 
provide sites and up-to-date factories in any suitable loca- 
tion within the “estate’”’ on a continuing rental basis. If an 
industrialist should wish to locate within a Special Area but 
outside the trading estates, he may do so and have the option 
of buying the property at the expiration of a pre-arranged 
term of years. 

Everything that can be done to save work, worry and 
expense for an industrialist locating in a Special Area is 
undertaken by the staffs of the trading estates or by the 
industrial officers appointed by the Commissioners. These 
latter officers have had wide experience in the industrial 
world and, being in constant personal contact with the four 
Areas, can offer constructive suggestions and advice regard- 
ing suitable locations and the facilities available for particu- 
lar business requirements. In addition, the statistical and 
other complete records they have available are of real value 
in reducing necessary preliminary investigations. 

Asa further service, particularly to the small business man 
faced with intricate organization or expansion problems, 
the industrial officers will advise and cooperate to the fullest 
extent, and, where financial aid is being sought, will assist 
in the preparation and presentation of the necessary data to 
support such application. The fundamental object is to aid 
and encourage industry in every possible way as a means of 
stimulating employment and is in agreement with that 
advocated by many of our own sound thinkers. 

Legislation has been provided whereby direct financial 
assistance is also available for the setting up and operation of 
a new business or for carrying on and developing a business 
already established in a Special Area. Proposals on either a 
large or small scale can be considered, and special care is 
being taken to meet the needs of small concerns which 
frequently have difficulty in raising capital funds. 

A company (The Special Areas Reconstruction Associa- 


BANKING 


By A. PATTERSON FIRTH 


tion, Ltd.) has been set up with Government assistance to 
make loans to small concerns either starting in business or 
already established in a Special Area, and having reasonable 
prospects of ultimate success, though at present unable to 
obtain financial aid from banks or other lending agencies. 
Generally speaking, such loans are made for a period not 
exceeding five years and not in excess of $50,000. 

For larger firms relocating in a Special Area and likely 
under normal circumstances to employ ten or more persons, 
a recent act of Parliament authorizes loans from the Treasury 
on the recommendation of a special advisory committee 
appointed to consider such applications. 

As a further inducement to the establishment of industrial 
concerns in the Special Areas the commissioners are author- 
ized to contribute towards rent and taxes, including income 
taxes. Such contributions, however, are available only to 
those who normally employ ten or more persons. 

The amount of the contributions varies according to 
individual and local circumstances and is at the sole dis- 
cretion of the commissioners. In general, the highest con- 
tributions are made in the localities most depressed through 
unemployment. Usually the contributions extend over a 
period of two years with provision for further payments not 
to exceed five years in all. 


TAX BURDEN ALLEVIATED 


CONTRIBUTIONS toward rent can be made irrespective 
of the person or organization to whom it is paid, but only 
where rent is actually paid. Ownership of the factory debars 
such contributions. 

Regarding contributions to relieve taxation, these apply 
to all taxes, local and national, and include those payable 
under the income tax schedules and not recoverable in any 
way. Such contributions are madé only to organizations 
with separate taxable entities and are for two years or more 
but not exceeding five years. All contributions take the form 
of reimbursements upon production of receipts for pay- 
ments in full. 

In addition to the foregoing contributions the commis- 
sioners, at their discretion, may request the Treasury to 
grant whole or partial relief from national defense contribu- 
tions to an industrialist locating in a Special Area. 

The need of industrialists for tax relief as a means of 
recovery has been appreciated in Britain and might be 
heeded here. 

As one move in our efforts to relieve the unemployment 
situation in America, experiments have been made in 
transferring workers and their families into other localities 
where work was more likely to be available, but with in- 
different success. Even the moving of whole communities has 
not furnished a satisfactory solution of the unemployment 
problem. 

Home ties, affections and life-long habits are hard to 
break. Britain’s experience has been that, with the intro- 
duction of new industries into the Special Areas, even highly 
skilled workers who had found employment in other parts of 
the country have returned to their home towns immediately 
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an opportunity presented itself for them to work again at 
their own trades in their own districts. Bringing work to the 
worker rather than the reverse has proved to be a satis- 
factory and possibly the most successful method of handling 
the unemployment situation. In the case of the Special 
Areas the industrialist finds the supply of skilled labor keeps 
pace with his demand. 

The Ministry of Labor provides facilities for training the 
unemployed, dividing such instruction under four classi- 
fications: 


(1) Government Training Centers, which provide about six 

months’ training in skilled occupations for younger 
men in the Special Areas who show aptitude for be- 
coming skilled workers. These centers are situated in 
sections where employment has been readily available 
in recent years. As employment for such men becomes 
available in the Special Areas they are given a six 
months’ course in any one of the Training Centers and 
are specially noted with a view to their being offered 
employment in their home areas. 
Instructional Centers. These are residential centers 
where a shorter course is given with the object of 
restoring physical fitness and manual dexterity to men 
who have been out of work for some time and are not 
likely to qualify for skilled employment. 


Local Centers are non-residential centers within the 
Special Areas and were originally designed to pre- 
pare men for full training in the Instructional Centers 
away from home. Training for skilled employment is 
not given at the Local Centers, but men can be given 
a short course of three months to accustom them to 
factory discipline and routine, and to prepare them 
for semi-skilled work of a manipulative nature. 
Junior Instruction Centers. These are conducted on 
behalf of the Ministry of Labor by local educational 
authorities. Instruction, which is given to all unem- 
ployed above school age and under the age of 18, is not 
of a vocational nature, but is intended to keep boys 
and girls fit, active in mind and adaptable to any type 
of employment. 


THE EFFORT IN NORTHERN IRELAND 


ANOTHER effort “across the pond” designed to bring a 
return of prosperity by subsidizing private industry is that 
undertaken by the Government of Northern Ireland. 

The plan in general is quite similar to the Special Areas 
plan in England and Scotland except that it does not apply 
to specific areas only but is intended to develop industrially 
the whole of Northern Ireland. 

The Government, working through the Ulster Develop- 
ment Council, offers generous financial facilities to encourage 
the establishment of new industrial undertakings in Northern 
Ireland. These facilities include free sites; the provision of 
capital, either free or at low rates, for building, adaptation or 
equipment; and relief from income and other taxation. 

Building and capital loans are also available to industries 
already established in Northern Ireland for purposes of 
facilitating expansion and development likely to afford ad- 
ditional employment of a continuing character. 

While our home problems in America differ to some extent 
from those in the United Kingdom, there is sufficient similar- 
ity to indicate the advisability of our watching and studying 
these plans in operation with a view to profiting where they 
may apply to our own situation and avoiding mistakes. 
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What Second Grade Bonds Are 


The author, member of a large eastern bank’s staff, is an 
investment specialist. 


NDER the new examination procedure, bankers are 
less likely to be forced to liquidate medium and 
second grade bonds if prices should suddenly decline. 

They are therefore less vitally concerned with the immediate 
prospects for these securities. The important question now 
is what may be the longer term outlook for these bonds. 
How high will they sell if business recovers? How badly will 
they depreciate in the event of a prolonged depression? 
How dangerous will they prove to be over a period of years 
in comparison with bonds of highest quality? 

During the 10 months ended last May, the Dow-Jones 
index of second grade railroad bonds dropped 57 per cent, 
the most precipitous decline on record. It was almost as 
extensive as that which took place during the 33 months 
from September 1929 to the low point in 1932. 

The recent bear market is truly amazing when one con- 
siders that most of the depreciation occurred last Fall when 
the majority of investors continued to believe that the 
general trend of business was still upward. Banks were not 
being forced to dump their securities on the market for what- 
ever they might bring in order to obtain cash, as between 
1929 and 1933 when there were huge withdrawals of deposits. 
During that period, deposits of active commercial banks 
declined 18 billions. In marked contrast, bank deposits have 
remained practically unchanged during the past year. 
Member bank reserve balances are more than six billion 
dollars higher than in 1933. 


EFFECT OF NEW EXAMINERS’ RULES 


IT is true that some banks were under pressure to sell 
securities in 1937 and 1938 in order to avoid impairment of 
their capital accounts and liquidation of this kind con- 
tributed somewhat to the demoralization of bond prices. 
It is generally expected that this situation will be relieved at 
least to some extent in the future by virtue of the new 
formula that examiners will use in computing banks’ “net 
sound capital”. However, the total volume of distress 
selling by banks was not very great. The average monthly 
trading in bonds on the New York Stock Exchange during 
the 10 months ended last May was 37 per cent less than the 
monthly average during 1931-33. The fact is that the bond 
market appears to have become considerably thinner than 
formerly. Consequently, it is far more dangerous. 

It should be remembered that foreign investments in 
this country are now at an all-time high. It is disturbing to 
think of what might happen to bond prices if a prolonged 
decline in business should some day coincide with another 
great shrinkage in domestic bank deposits and heavy selling 
of securities by foreign holders. 

Some investors espouse the theory that the higher return 
received from second grade bonds over a period of years 
usually more than compensates for losses that must be real- 
ized from time to time. This was the case for several decades, 


but during the past 10 or 15 years the theory has simply 
failed to work out in actual practise. 

Changes in indexes of prices for second grade bonds do not 
by any means reveal the extent of the deterioration that has 
taken place in these securities during the past decade. This 
is because issues are eliminated from the indexes when prices 
decline and ratings are lowered. For example, the Dow-Jones 
index of second grade rail bond prices registered a drop of 
71 per cent between January 1929 and the low point in 1933. 
This decline was barely greater than occurred over the same 
period in a list of 36 representative railroad issues that were 
rated “AA” in January 1929 by a leading statistical organ- 
ization. The average depreciation of these securities to 
their depression lows was 69 per cent. 

Incidentally, not one of these obligations was still rateu 
“AA” at the end of 1933 and only two were rated as high as 
“A”, This rating firm had by the end of 1933 lowered 
approximately 70 per cent of its ratings on bonds of all types 
that had been classed in the top four groups in 1929. 

Average prices of railroad bonds formerly rated “BBB” 
by this agency were 80 per cent lower in July of this year 
than in January 1929. Yet the Dow-Jones index showed a 
decline of only about 50 per cent from 1929 levels. 


THE BANKER’S HANDICAP 


THERE are two reasons why bankers are at particular 
disadvantage in buying medium grade bonds. First, few 
bankers have the temperament, the training or the facilities 
that would be required to enable them to speculate success- 
fully. Most of them will make the usual costly mistakes in 
buying and selling at just the wrong times. Secondly, 
examiners are going to continue to criticize bonds when 
prices decline and ratings are revised. Under the present 
setup, bankers can buy second grade securities only when 
prices are relatively high and will be urged to sell when 
prices are low. 

The status of medium grade securities has been seriously 
affected during the past decade by the increasing burden of 
corporate taxation. Taxes, of course, rank prior to interest 
charges. Higher taxes are equivalent to placing new first 
mortgage bond issues ahead of outstanding securities held 
by bankers. 

The end of rising taxes is by no means in sight. During the 
past five fiscal years, Federal governmental expenditures 
have exceeded receipts by more than 80 per cent. The latest 
official budget figures for 1939 are in very nearly the same 
ratio—and official estimates have been consistently over- 
optimistic in recent years. This gives some indication of the 
extent to which taxation may increase further in the years 
to come. 

Other adverse factors have affected various groups of 
securities. For example; there appears to have been a 
drastic fundamental change in the investment position 
of the railroads. The Federal Reserve Board index of 
industrial production was at just about the same level in 
1928 and in 1937. Yet freight carloadings were 26 per cent 
lower in 1937. Moreover, the traffic lost to competing forms 


BANKING 


. 


= 


it 
m 
ré 
bi 
C 
Ww 
p 
th 
al 
Pp 
V 
n 
d 
a 
h 
e 
Cc 
sl 
W 
| 
| 
26 ( 


Up Against 


By E. SHERMAN ADAMS 


of transportation included some of the most highly profitable 
items of freight. Competition has also been exerting pressure 
on the general level of railroad freight rates. Much of the 
more stable types of traffic has been lost to competitors and 
railroads have become increasingly dependent upon heavy 
goods industries. They are therefore more greatly affected 
by changes in business activity. 

With revenues contracting sharply, high and inflexible 
wage and tax costs have become more and more burdensome. 
Considering the political trends in this country during recent 
years, there seems to be little hope that these heavy charges 
will be substantially reduced for a long time to come. Rail- 
road gross revenues were 32 per cent lower in 1937 as com- 
pared with 1928, and net operating income was off 88 per 
cent. Eventually the railroads may be able to cut expenses 
somewhat by means of consolidations. The main economies 
that might be achieved, however, would be in labor costs, 
and labor will doubtless continue to obstruct consolidation 
plans. 


WHAT ABOUT THE PUBLIC UTILITIES? 


WITH the railroads in a straitjacket, are the public utilities 
next in line? Within the past few years, comparable weak- 
nesses have been developing in this field that may prove 
disastrous in the event of a prolonged slump in business 
activity. In 1937, electric power production was 48 per cent 
higher than in 1932. It might be expected, naturally, that 
earnings in the industry would have shown at least some 
corresponding rise. Actually, however, profits in 1937 were 
slightly lower than during the worst depression year. In other 
words, net income has been barely maintained during the 
past five years only by a tremendous expansion in business. 
This situation contrasts strongly with the 1925-29 period. 
During these years, earnings rose 63 per cent with a 45 per 
cent increase in production. 

When power production declined 15 per cent between 
1929 and 1932, utility earnings fell 32 per cent. Under pres- 
ent conditions, a similar decline in production might easily 
mean a 40 per cent reduction in profits. This would be a 
40 per cent drop below 1932 levels. 

Government competition and increased taxation have 
been the major causes of this poor record. Between 1927 
and 1937, taxes in the electric power industry increased 
120 per cent. They consumed 16.1 per cent of gross revenues 
in the latter year, as compared with 9.5 per cent in the 
former, Taxes amounted to about 16 per cent of net income 
available for interest and dividends in 1927, about 28 per 
cent in 1932 and by 1937 they were 45 per cent of net. Most 
of these higher taxes represent fixed charges ahead of 
bond interest. 

The position of many industrial securities has been 
affected by similar tendencies, though in varying degrees in 
different industries. In general, however, mass production 
and mass distribution have induced modern business to 
obtain wider markets by means of lowering prices. Profit 
margins are thus reduced, and when the volume of business 
falls off, net income dwindles rapidly. 
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Comprehensive tax data for industrial concerns is not 
available as it is in the case of railroads and public utilities. 
In many instances, corporate taxes have doubled and trebled 
within a comparatively few years. A questionnaire circulated 
several years ago among a wide variety of business concerns, 
showed that total taxes paid by 72 large companies in 1933 
were 68 per cent higher than in 1925. Taxes exclusive of 
income levies were 141 per cent higher. Total payments were 
but 34 per cent of net profits in 1925 but amounted to 306 
per cent of 1933 earnings. And that was five years ago. 

Municipal bonds are in a distinct category. Due largely 
to their tax exempt features, many second grade municipals 
are now selling much higher than they deserve on the basis 
of their true investment merits. The higher they are now, 
the further they can fall if a prolonged business depression 
should undermine their credit position. The experience of the 
past year has demonstrated that many municipalities will 
be faced with gigantic relief problems if business fails to 
recover. This means not only that finances would be strained, 
but also that municipalities would be forced to seek large 
amounts of new money from investors. This would bring 
additional pressure on prices for outstanding securities. 

The possibility should be faced that the next major de- 
pression may be more severe than the 1929-33 collapse. 
World conditions are more precarious today. At home, we 
have been moving more and more toward a planned econ- 
omy. We have been substituting artificial controls in place 
of so-called natural controls that proved inadequate. 


RECENT PROSPERITY SOMEWHAT ARTIFICIAL 


IT is important to recognize that the short-lived prosperity 
of 1935-37 contained several artificial elements. In part, 
it reflected the vast demand for goods that had been accu- 
mulated during the long preceeding depression. It also 
depended, in part, upon the stimulus of huge governmental 
expenditures, and to some extent, especially in its later 
phases, it represented fear of inflation. 

These factors are not signs of healthy normal business. 
The pent-up depression demand has been satisfied. Stu- 
pendous Treasury deficits cannot continue indefinitely. Fear 
of inflation does not contribute to lasting prosperity. 

The fact is that during the recovery years, activity 
in many heavy industries remained far below normal most 
of the time and there was comparatively little new enter- 
prise. This means that our business mechanism has been 
out of balance now for 10 years. Pump-priming expendi- 
tures and restoration of temporarily depleted inventories 
may help business over the near future, but genuine recovery 
appears to depend upon a real revival in heavy industries 
and in new capital ventures. 

With so many uncertainties ahead, with a bond market 
that is dangerously thin, and with business profit margins 
narrowing rapidly, the long term outlook for medium and 
second grade bonds seems far from promising. It is practi- 
cally impossible to pick the top of the market. The best 
policy is to plan to make steady progress in selling undesir- 
able holdings. 
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The author was chairman, Committee on Taxation, New 
York State Constitutional Convention of 1938, and formerly 
president of the New York State Tax Commission. 


E New York State Constitutional Convention of 1938, 
after a five months’ session, adopted its proposed Con- 
stitution for submission to the electorate November 8. 

Included in this constitution is an entirely new article 
(XVI) on “ Taxation’’. Such article provides as follows: 


Section 1. The power of taxation shall never be surrendered, sus- 
pended or contracted away, except as to securities issued for public 
purposes pursuant to law. Any laws which delegate the taxing power 
shall specify the types of taxes which may be imposed thereunder and 
provide for their review. 

Exemptions from taxation may be granted only by general laws. Ex- 
emptions may be altered or repealed except those exempting real or 
personal property used exclusively for religious, educational or charitable 
purposes as defined by law and owned by any corporation or association 
organized or conducted exclusively for one or more of such purposes and 
not operating for profit. 

2. The legislature shall provide for the supervision, review and 
equalization of assessments for purposes of taxation. Assessments shall 
in no case exceed full value. 

Nothing in this constitution shall be deemed to prevent the legislature 
from providing for the assessment, levy and collection of village taxes 
by the taxing authorities of those subdivisions of the state in which the 
lands comprising the respective villages are located, nor from providing 
that the respective counties of the state may loan or advance to any 
village located in whole or in part within such county the amount of any 
tax which shall have been levied for village purposes upon any lands 
located within such county and remaining unpaid. 

§3. Moneys, credits, securities and other intangible personal prop- 
erty within the state not employed in carrying on any business therein 
by the owner shall be deemed to be located at the domicile of the owner 
for purposes of taxation, and, if held in trust, shall not be deemed to be 
located in this state for purposes of taxation because of the trustee being 
domiciled in this state, provided that if no other state has jurisdiction 
to subject such property held in trust to death taxation, it may be 
deemed property having a taxable situs within this state for purposes of 


death taxation. Intangible personal property shall not be taxed ad’ 


valorem nor shall any excise tax be levied solely because of the ownership 
or possession thereof, except that the income therefrom may be taken 
into consideration in computing any excise tax measured by income 
generally. Undistributed profits shall not be taxed. 

§4. Where the state has power to tax corporations incorporated 
under the laws of the United States there shall be no discrimination in 
the rates and method of taxation between such corporations and other 
corporations exercising substantially similar functions and engaged in 
substantially similar business within the state. 

§5. All salaries, wages and other compensation, except pensions, 
paid to officers and employees of the state and its subdivisions and 
agencies shall be subject to taxation. 


The underlying purpose of the tax article, which was 
adopted by a vote of 128 to 9, is to lay the foundation for the 
tax structure in the light of the economy of the State as a 
whole and for the development of a system of taxation so as 
to cause a minimum of interference with gound economic 
processes in the production and distribution of wealth and to 
spread the tax burden fairly and evenly. 

By Section 1 the Legislature is inhibited from divesting 
itself of its taxing power. In delegating its taxing power to 
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Toward Sounder ‘Tax Policies 


By MARTIN SAXE 


municipalities the Legislature must specify the types of taxes 
which such municipalities may impose in order to avoid con- 
flicting tax policies of the State and the municipalities. With 
respect to exemptions, they can only be granted by general 
laws. Only such laws as grant exemptions of property used 
exclusively for religious, educational or chartiable purposes 
and owned by organizations conducted for such purposes and 
not operating for profit, may not be altered or repealed. 

Section 2 is designed to make for improved administration 
in the levying of taxes and imposes the duty on the Legisla- 
ture to pass laws for the supervision, equalization and review 
of assessments for real estate taxes. By this section the Legis- 
lature may provide for the consolidation of villages with 
larger taxing districts in connection with the assessment, 
levying and collection of taxes. 

Section 3 embodies the now settled policy of the State 
of not imposing direct taxes upon moneys and securities. The 
failure of past attempts to tax such intangibles by the ad 
valorem method under the general property tax, the secured 
debt tax, the investment tax and the moneyed capital tax 
demonstrates the necessity of closing the door to avoid repe- 
tition of unproductive taxation. To maintain New York’s 
prestige as the leading financial and business State, this pro- 
vision affords a guarantee to nonresidents that they can keep 
such property in the State without any fear that this policy 
will be changed. When such property is employed in business 
transactions it then becomes subject to business taxes. Other 
states have enacted favorable taxing laws to attract business 
and capital away from New York. By further provision 
business is assured that after having been subjected to taxa- 
tion on profits, those same profits will not be additionally 
taxed if they are not distributed. 

By Section 4 it is provided that corporations organized 
under the laws of the United States and those organized 
under state law, exercising the same functions and engaged 
in the same business, shall be given equal tax treatment. 
This is primarily applicable to national banking associations 
and state banking institutions. The Federal law (Section 
5219, U. S. Rev. Stat.) for nearly seventy-five years has pro- 
tected national banking associations from excessive and 
discriminatory taxation by the states. This provision gives 
like protection to New York’s state banks. 

Under Section 5 the salaries and other compensation paid 
to public officers and employees in the service of the State 
or its political subdivisions shall be subject to taxation. 

Among the members of the Committee on Taxation of the 
New York State Constitutional Convention of 1938 were 
Hon. Morris S. Tremaine, State Comptroller, Attorney- 
General John J. Bennett, Jr., Hon. Abbot Low Moffat, Chair- 
man of the Ways and Means Committee of the Assembly, 
Congressman Thomas H. Cullen, the ranking member of the 
Ways and Means Committee of the United States House of 
Representatives, Hon. William S. Bennet, former member of 
Congress, and Seth T. Cole, for many years counsel to the 
New York State Department of Taxation and Finance. 
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KING 


Mr. Witson, Chief of the United States Secret Service, 
writes about the Service’s educational campaign against coun- 
terfeiting. (See illustrated article ““ How to Spot a Counterfeit,” 
page 36.) 


N April 1, 1938, there was assembled in New York 
() City a special squad of Secret Service agents from all 
over the country, picked for their ability. Heartily 
sponsored by Secretary Morgenthau, and under my direc- 
tion, an educational campaign was inaugurated with the 
primary purpose of instructing bank personnel, merchants, 
and money-handlers of all kinds, in the detection of counterfeit 
money. This work was continued for three months, until June 
30, and the rapid pace set by all connected with the special 
squad resulted in one of the most effective drives ever con- 
ducted by the Government. It was deemed so successful that 
plans have already been completed to extend the campaign 
to other large cities of the United States this Fall and Winter. 
One of the most remarkable features of the first phase of 
this campaign was the enthusiastic manner in which banks 
and clearinghouses greeted the Secret Service agents. The 
banks “‘tuned in”’ so well because of their many bitter ex- 
periences with counterfeit money. Losses must be sustained 
either by the bank itself, or the customer. More than any 
other organization, the bank realizes the danger to the 
community from the counterfeiter. 

I have always emphasized the importance of every bank 
official, from the president down to the newest teller, learn- 
ing to identify the genuine banknote, in order to distinguish 
it from the counterfeit. Of course, all banks have accorded 
the Secret Service the fullest cooperation in confiscating 
counterfeits found in deposits, and turning them over to us. 
We have, therefore, depended a great deal upon these insti- 
tutions for assistance in the educational campaign. Enlight- 
ening the public so that it will refuse to accept counterfeit 
notes before they come into the bank will accomplish a good 
which only the banks and the Secret Service can fully ap- 
preciate. We are glad to say that banking institutions in New 
York City furnished our Service with every available facility 
to conduct our campaign; we reached most of the bank em- 
ployees and as many merchant-depositors as possible during 
the three months our educational detail functioned there. 

The methods used by the Secret Service agents to instruct 
money-handlers in New York were many. Some banks 
issued invitations to their customers, who, together with the 
tellers, gathered in their assembly room for a lecture by our 
agents. Other banks mailed warning notices on counterfeit 
notes to their depositors. Addresses were made before various 
groups and organizations having merchant money-handlers 
in their membership; radio programs were broadcast ; moving 
picture shots were produced. Agents canvassed personally 
every small and large store in the metropolitan district of 
New York. Counterfeit warning circulars were distributed 
to every individual or organization requesting them. 
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A Plan to Trip the Counterfeiter 


By FRANK J. WILSON 


At the end of the campaign actual work accomplished was 
tabulated for New York and the entire country, and can be 
indicated by the following figures: In New York 104,194 
stores were canvassed ; approximately 900,000 circular warn- 
ing notices describing counterfeit notes were distributed 
throughout the United States by our agents, reaching 
merchants, banks, police officials, etc., who handle money; 
throughout the country 2,160 meetings were addressed, 
attended by 93,909 persons. 

The Secret Service concedes very readily that these results 
were attained only by means of the support so freely ac- 
corded it by the Federal Reserve Bank, the New York 
Clearing House, as well as clearinghouses of the surrounding 
counties, the chambers of commerce, and their subsidiary 
and allied organizations. All joined with our Service to fight 
the counterfeiter on his home ground (New York receives 
almost two-thirds of the total counterfeit notes confiscated 
throughout the entire country). We are happy to assert, 
furthermore, that the spirit of good will and cooperation with 
the Secret Service on the part of banks, merchants and the 
public in New York State, has never been better in the 
history of our country. We hope to extend this feeling 
throughout the United States. 

There is already good reason to believe that our educa- 
tional detail will be welcomed to other parts of the country. 
We are receiving numerous invitations from banks and 
chambers of commerce everywhere to include their commu- 
nities in our future schedules. 

Harry Cooper, Supervising Agent of the Fifth District, 
Baltimore, will again be assigned to direct the work. 


COUNTERFEIT REPORT IN PREPARATION 


THE Service is preparing in Washington a counterfeit 
note report which will be distributed through agents to 
banks throughout the United States in areas where counter- 
feit notes circulate. This form will request certain informa- 
tion relative to any counterfeit note which bank tellers will 
find in deposits. It is earnestly hoped that banks will take 
advantage of the forms and assist the Service in carefully 
describing the origin and source of the note or by furnishing 
other leads obtainable from the person presenting the bad 
note. The form also will require a closer study of currency 
passing through the hands of bank employees, thus causing 
them to become better acquainted with genuine money, and 
less likely to accept counterfeits. 

In conclusion, I am anxious for all banks to understand 
that any one of them can obtain the same service and in- 
struction given to all New York institutions by requesting 
it from their local Secret Service office. Wherever possible, 
banks should arrange for meetings to be addressed by Secret 
Service agents and invitations should be issued to all de- 
positors, merchants and money-handlers in the community 
to attend. The agent designated to address the gathering will 
be present at any time convenient to the bank. This service 
is, of course, without charge of any sort. 
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Real Estate’s Worst Headache 


Mr. a New York industrial engineer, has had 
experience with the real estate problems of banks. 


OME logical reason explains the origin and gave rise to 
the growth of every one of our large cities. Originally 
only a cluster of houses or a small village, the first 

development may usually be traced to one primary cause. 
Perhaps it was near a natural harbor such as New York, 
New Orleans or San Francisco. It may have been an ideal 
fording place on a river or one that provided an excellent 
shipping center on our inland waterways such as Chicago, 
St. Louis or Memphis. Sometimes it was water power, and 
other times wagon trains stopped where trees and soil gave 
abundant proof of fertility. 

In most cases, these reasons have been almost forgotten 
amid the complexities of industrial, commercial and residen- 
tial developments which have marked the growth of Ameri- 
can cities. This growth has been phenomenal. It has no 
precedent in the history of the world. A century ago, only 
seven per cent of the nation’s population resided in cities. 
Today, about one-half of our population live in the 96 cities 
with 100,000 or more inhabitants. And, although the origi- 
nal reason for the location of our city may have been for- 
gotten, the bones of the Great Idea mark the spot. 


WITHERED NEIGHBORHOODS 


ENTIRE sections of your city, and practically every other 
city, are more dead than alive. We so often look with un- 
seeing eyes at the familiar and commonplace, but if you will 
adopt an attitude of awareness you will see the bleached 
bones of the skeletons which line our city streets—tumble- 
down business buildings, smelly old flats with gaping or 
boarded-up windows, and the narrow, crooked streets and 
alleyways. In such sections, some of them covering many 
city blocks, only a part of the buildings are really useful—a 
few useful in a degree, many others represent an absolute 
loss and the remainder present a positive hazard from the 
standpoint of fire, health and possibly the moral and spiritual 
well-being of the community. 

Typical of outmoded types of buildings is the common 
example of the rambling frame, turret-infested affairs of 12 
to 16 rooms which were built by the hundreds in the ’80s and 
00s. In moving “uptown”’, cities have passed by these old 
mansions. Even the rooming-house business cannot make use 
of many of them because the cost of necessary alterations 
would be prohibitive. In your city, perhaps, you can find a 
duplicate of the following example of one of these old resi- 
dences which also sheds light on why people do not live that 
way any more. 

One such house was built at a cost of $7,000 in what was 
considered an ideal location at the time. Through a real 
estate boom in the city and the need for taxes, the house 
came to have an assessed valuation of $21,000 and sprouted 
a mortgage of $16,000. 

Today, people who live in that locality want only six or 
seven rooms at the most. Those who would be willing to put 
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up with this “ wife-killer” haven’t the bank roll or the serv- 
ants. The best offer is for $50 a month or $600 a year, which 
would not meet the taxes of $682.50 and, of course, leaves 
nothing for mortgage interest of $800, or for repairs. Study 
that little problem and see if you can arrive at any other 
conviction than that the property is worth about $1,500 a 
year less than nothing. 

Then there are the “flats”, centered in the slum areas of 
the cities—the wooden ones, the brick ones, the little ones 
and the big ones—cold water flats of the railroad and dumb- 
bell types, as well as elevator apartments which were con- 
sidered very swanky two generations ago. Once people 
thought these residences were grand, but only those who are 
under extreme economic pressure will so live today. 

Outmoded loft buildings and one and two story “tax- 
payers” in these sections which have gone down hill, just as 
with certain types of tenement flats, teeter on the edge of 
making their fixed charges and may show some little profit. 


BUILDINGS FOREIGN TO OUR TIMES 


ALL these buildings are the castoff clothes of former resi- 
dents—people who are strangers to us in their habits of liv- 
ing, in their methods of construction, in their thinking andin 
the work they did. These buildings can never serve us, nor 
can they be rehabilitated to conform in any way with present- 
day requirements. We loathe them and shun such areas as 
though they had been stricken by a plague. Nevertheless, 
just as with castoff clothing, they are passed along to less 
and less fortunate members of society because they seem 
to provide the only shelter or place for doing business that 
is within their means. And, they grow shabbier and shabbier 
until it seems that they will no longer hold together, or that 
society in its collective mercy should find some way to put 
an end to them. 

What keeps these old buildings alive? Hope! Nothing but 
hope! The owner hopes for some new civic development, or 
better business conditions which may restore some little 
equity value over the mortgage. Or, if he has purchased a 
tax lien, he hopes to turn it over quickly for a profit. The 
mortgagee hopes to get all or at least some part of its mort- 
gage money back in the till. The city hopes to collect the 
taxes in arrears. The renter hopes to be able to realize a living 
over and above the low rent he pays. Hope is the incentive. 

Just how futile such hopes can be with respect to the larger 
types of residences has already been illustrated. But down 
in the tenement sections there would appear to be even less 
basis for hope. Here it is that the uninitiated is due for some 
surprises, for through the rentals paid by unfortunates, some 
of our most disgraceful structures somehow yield profits. 

Here is a three-story brick and frame building ofthe old 
“railroad” type. When new it had an assessed valuationat 
the time the building was completed of $4,000, and at present 
an assessed valuation of $16,000 with a mortgage of $12,000. 
It has toilets on the back porch of each floor, gas lights in the 
halls; it is a fire-trap of the worst kind which violates every 
law in the book. Its present income is $1,800 a year, with ex- 
penses of $1,320 which leaves a net of $480 a year. 
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By ROBERT H. MCCLURE 


On that same street are many other similar structures 
and revamped residences with a combined valuation of 
$1,341,000. A third of these buildings are owned by banks 
and other institutions. Another third are under assignment 
for rents. Seven have been condemned as unfit for human 
habitation. Practically all have been cited for fire violations 
and violations of the building code. One building is a four- 
story brick with three stores on the ground floor. It would 
cost $5,000 to make habitable the 24 flats on the three 
stories above, so that they have remained vacant for the 
past five years. 

Do not gain the idea that these tenements will reflect 
losses comparable to that of the huge type of private houses. 
As a matter of fact, most of the old type of tenements are 
very profitable. They would have to be to survive so success- 
fully. In New York City, none were permitted to be built 
after 1901, but 64,829 of them were still standing at the last 
count, out of a total of 82,652 completed before 1902. 


PROFITABLE FIRE TRAPS 


BECAUSE these fire traps, breeders of disease and prisons of 
human misery, were profitable, the mortgages were eagerly 
purchased by savings banks and other institutions. The 
mortgages have never been reduced although obsolescence 
was complete, even in 1901. No reserves were set aside for 
amortizing the principal sums of the mortgages, either before 
or in the 37 years thereafter. No law compelled the owners to 
do so. The city authorities were anxious to keep assessed 
valuations at the highest possible level. The public—except 
for the 2,000,000 who lived in these tenements—didn’t know 
about it and probably would not have cared. 

With the enforcement of new housing regulations in New 
York City, in accordance with the recent Multiple Dwelling 
Law, some of these so-called Old Law tenements—perhaps a 
few thousand—have been closed. Five of the larger savings 
banks vacated a total of about 400 which had formerly 
housed 4,000 families. 

Dumb hopes and unbalanced books are by no means con- 
fined to tenements and deserted commercial areas. Hope even 
extends to the realms of big business. There is a building in 
one of the best sections of mid-town Manhattan valued at 
$1,200,000 which one of the country’s ablest appraisers 
declares can never produce a net income. “If the purpose of 
investment is to get a return,” he says, “then the building is 
worth a minus something. It can never have a value, except 
as the city can collect taxes from the institution which now 
owns it.” 

Rather than attempt the impossible with derelict and 
unprofitable properties, it would be much more sensible to 
clear the land. It would, of course, affect the recorded assets 
of those who hold the mortgages. But, when the value is not 
actually there anyway, there is no rule of logic to support the 
maintenance of mortgage “security” as assets. If the cleared 
land cannot be made immediately productive, we will have 
at least removed unsightly and useless structures which 
represent both fire and health hazards. We will have gained 
more light and air for the occupants of other buildings. We 
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will have provided vacant lots for children who now must 
play in the city streets. 

If hope is the real basis for our city stums—hope of profit, 
hope of the return of mortgage money from valuations which 
no longer exist, hope of taxes on valuations no longer justi- 
fied, hope of salvaging a part of a non-existent equity—then 
the first thing to do is to destroy that hope. To do just that, 
however, requires a great deal of cooperation between all the 
parties affected, and an aroused public conscience. 

Here and there, we can find instances where there has been 
the necessary leadership and community consciousness to 
get things done. There is a small city in New Jersey which a 
few years ago overcame the impediments that politicians 
had offered for years, and cleaned up the place. It has stayed 
that way. 

Chicago did an heroic job in 1933 and 1934, utilizing the 
Temporary Emergency Relief Administration in tearing 
down acres of buildings which had been condemned, some 
of them for many years. 

There was considerable agitation and much newspaper 
talk about doing the same thing in New York City but, 
comparatively speaking, very little came of it. 


A REFORM THAT IS PROFITABLE 


IT has been said that no reform ever gets anywhere unless it 
is a financial success. Happily, most sound reforms are a 
financial success. That is so true of the reform suggested here 
that we can find examples on every hand. Even a school boy 
can point to the benefits derived from getting back our land: 
modern housing where shacks existed before, new and 
wider streets, parkways, playgrounds, railroad overpasses, 
parked approaches to bridges, dumps turned into parks. 
All of these benefits accrue to the residents of cities, and they 
are only a beginning of what we may rightfully claim and 
fight to possess. 

If there are existing statutory regulations which prevent us 
from getting back our land in these slum and run-down busi- 
ness sections, the statutes should be changed. If small parcels 
are acquired, they can be used for city parking lots. Children 
in the streets and street parking are major problems in every 
city. 

Large areas are simpler for the reason that more can be 
done with them. They may become housing developments, 
or market sites, or parks, or manufacturing areas. 


THE LOGICAL ANSWER 


WHETHER large or small, the logical answer is to make use 
of the land in a given area for the purpose to which that sec- 
tion of the city is best suited. If it is near the fishing boat 
wharves, then let’s center the activities of the area around 
that industry and make it a really good and entirely sanitary 
fish market. If the area is predominantly residential, then 
let’s make it a place where people will really enjoy living—not 
just a tax farm for the city, an interest machine for mortgage 
companies, or a rent collecting device for land-owners. 

To some, this idea of casting off old buildings as one would 
cast off old clothes may seem strange. It is not nearly so 
strange as the ideas to which we now give house room— 
those ideas which make possible the retention of residence 
and business buildings that cannot pay, and miserly reten- 
tion of worthless “securities” among our institutional 
assets. 

The idea will not seem strange at all if you will really 
stop and consider the advantages which would accrue to the 
community if we got back our land. 
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The Legal Answer Page 


Warehouse Receipts—Prior Liens 


TTENTION is here being called to the fact that certain 
A bankers extend credit on the basis of negotiable ware- 
house receipts issued by United States licensed and 
bonded warehousemen, without investigation as to outstand- 
ing liens on the goods stored. They do so in the mistaken 
belief that recorded chattel mortgages, liens or other encum- 
brances do not have priority over the warehouse receipt un- 
less a notation of such obligations has been made on the re- 
ceipt. The fact that the instrument is labelled “ negotiable”’ 
together with the effect of the words ‘“ United States licensed 
and bonded” gives these bankers the impression of solid 
security. 

The negotiability which a warehouse receipt possesses is 
different in its effects from that possessed by bills of ex- 
change or promissory notes. In many respects they do not 
possess the full qualities of negotiability that bills of ex- 
change possess. The effect of indorsing them carries with it 
different warranties. No presentment or notice is required. 
A warehouse receipt has no day of maturity and the mere 
lapse of time does not make a warehouse receipt stale. Most 
important of all to the question at hand is the fact that the 
pledgee bank or purchaser of the receipt takes it subject to 
all recorded encumbrances. In this respect more than any 
other the warehouse receipt differs from a negotiable bill or 
note. Thus, if chattel mortgages or liens have been duly 
recorded against the goods warehoused these claims will 
take precedence over the subject claims of the holder of the 
receipt. 

This result would remain unchanged even though the 
borrower had made a statement on the receipt that the 
goods were clear of all debts and prior liens. To d'scourage 
such practices, Section 55 of the Uniform Warehouse Re- 
ceipts Act provides that any person who deposits goods upon 
which there is a lien or mortgage and who takes for such 
goods a negotiable warehouse receipt which he afterwards 
negotiates for value with intent to deceive and without dis- 
closing the existence of the lien is punishable by imprison- 
ment not exceeding one vear or by a fine not exceeding 
$1,000, or by both. To the extent that it is a deterrent, such 
criminal penalty offers some protection to holders of ware- 
house receipts. 

It should be further noted that, in the situation first 
described, the pledgee bank or purchaser of the warehouse 
receipt would not only be subject to recorded prior liens but 
also would be without redress against the warehouseman who 
issued such receipt in good faith. 

It is true that the language used in some decisions has 
indicated a duty on the part of the warehouseman to exam- 
ine public records to discover liens. However, in these cases 
this was not the point in issue and any such reference was 
not necessary to the decision. It is true also that the form of 
United States warehouse receipt approved by the Secretary 
of Agriculture for issue by United States licensed and bonded 
warehousemen requires “a statement on the reverse side 
showing ownership of and any incumbrance or liens other 
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than the warehouseman’s liens which may be on the com- 
modity.”” This requirement raised some question as to 
whether or not the warehouseman was required to examine 
the public records and give information as to recorded liens. 
It is probable that the intention was that such information 
be supplied not by the warehouseman but by the person to 
whom the receipt is issued. 


Facsimile Signatures 


y imee increasing use of facsimile signatures in connection 
with corporation accounts presents several interesting 
problems. The use of the facsimile or printed signature is 
obviously to save the time and labor of individually signing 
a large number of checks, whether for payroll, dividends or 
other purposes. However, in paying facsimile checks, the 
bank no longer has the same protection it receives when 
handling ordinary checks. When the signature of a depositor 
is hand-written, the bank knowing such signature is in a 
position to detect forgery, but where the signature attached 
to a check is merely a facsimile, the bank has no means what- 
ever of knowing whether the signature is or is not authorized. 

Banks recognizing the danger of honoring facsimile checks 
exercise good judgment when they protect themselves with 
an agreement under which the depositor and not the bank 
assumes the entire risk should the bank pay such checks in 
reliance upon a facsimile signature. Suggested methods are 
discussed in Opinions 1105a and 1106a of Paton’s Digest. 

The fairness of such an agreement is not questioned. And 
that there is a need for this protection is evidenced by the 
fact that in several of the large cities the clearinghouse asso- 
ciations have adopted a standard form of agreement or reso- 
lution making its use mandatory upon all member banks. 
The advantage of such clearinghouse action cannot be over- 
emphasized. When a corporation depositor refuses to sub- 
mit to an agreement, the clearinghouse rule makes it difficult 
for him to shop around in order to place his account with 
another bank which may be willing to assume the risk. 

Notwithstanding the injustice of placing the burden 
upon the bank, experience has shown that the difficulty of 
getting some corporations to adopt a resolution is a very 
real one. This is true especially in the case of city and town 
authorities. In some instances the principal difficulty arises 
when a large corporation which is a valuable customer states 
that many of the banks are not requiring such a resolution 
and that it is reluctant to adopt such a resolution in isolated 
cases. In such cases some banks attempt to minimize the 
risk by rendering daily statements to the depositors. 

The American Bankers Association is considering for 
general use a uniform resolution which not only protects the 
banks against misuse of the depositor’s particular facsimile 
machine by persons unauthorized, but also against loss by 
duplication of the depositor’s plate through outside sources. 
Such standard form of resolution if backed by clearinghouse 
associations and unanimously adopted throughout the 
country will increase the banks’ protection and at the same 
time serve notice on the corporation depositors that it is 
for them to safeguard properly their facsimile checks. 
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How to Spot a Counterfeit 


NEWSPHOTOS 


NE activity of the Treasury Depart- 

ment requiring the most constant 
effort is the detection of counterfeit cur- 
rency and the tracking down of its wily 
makers. A recent issue of The National 
Counterfeit Detector listed no less than 21 
types of counterfeit one-dollar bills, 62 
types of fives, 49 of tens, 29 of twenties, 
two of fifties and six of one hundreds. 

The effort against counterfeiters is the 
job of the Secret Service Division of the 
Treasury Department. One of the Divi- 
sion’s aids to storekeepers and others re- 
ceiving currency from the public is the 
issuance of periodic warnings and descrip- 
tions, such as are illustrated here. At the 
left is a class recently conducted experi- 
mentally in New York, where cashiers and 
storekeepers were shown by Secret Service 
experts how the bad money might be told 
from the good. (See also June BANKING, 
page 38 and page 29 of this issue.) 
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Above is a folder issued by the Secret Service Division of the Treasury Department, which de- 
scribes some of the recently troublesome counterfeits met with by banks, storekeepers and Gov- 
ernment agents. On the opposite page are two other warnings of a type issued periodically 
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Down on the Hydroponic Farm 


Above, Dr. Gericke examines a crop of chem- 

ically grown potatoes. He has computed the 

yield at 2,506 bushels per acre, as against 
the average 116 bushels 


At the right, tanks and trays with a ten-day 
growth of canteloups 


Below, a crop of hydroponic wheat, said to 

be as good or better than the conventional 

variety. It has been pointed out that, while 

hydroponics may not change the wheat and 

corn belts into tank ranches, agricultural 

chemists can learn much from it regarding 
plant nutrition 


WIDE WORLD 


rT ANK farming”, “bathtub gardening 

culture”’ and the like are 
applied to what Dr. W. F. Gericke, its leadii 
exponent, calls hydroponics—plant and tree 
growing in chemically treated water witho 
the use of soil. Both professional and amate 
gardeners, as well as numerous scientists, ha 
obtained amazing results with the use of chemi- 
cal solutions developed by Dr. Gericke and, 
later, by agricultural laboratories. The Union 
Pacific and the Santa Fe railroads are buying 
tank-grown tomatoes, having found that they 
are firmer and keep longer in transit. Pan 
American Airways grows tank vegetables on 
Wake Island for its trans-Pacific passengers. 

In an early issue of BANKING, Bert H. White, 
vice-president, Liberty Bank, Buffalo, New 
York, will discuss what implications this farm- 
ing by recipe may have for agriculture. 
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Below, a 14-weeks’ growth of tomatoes, one of the favorite crops of the “hydropondriacs”. 
It is claimed for these tomatoes that they contain more calcium and are more solid 
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WIDE wORLD 
Above, mixing the tank “soil” and planting the seed 


Left, a tray of tomato plants lifted to show 
the root growth 


HARRIS & EWING 


Above, Dr. Gericke beside a one-year-old 
chemically-grown banana tree 


Left, tanks to be used in hydroponic truck 

gardening. This is an expensive part of the 

equipment necessary for commercial tank 
farming on a large scale 


WIDE WORLD 
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The Month 


EUROPEAN 


DETERMINATION —Chancellor 


Hitler, on the eve of the 20th anni- 
versary of the Armistice, would upset 


some treaty-made post-war boundaries 
WIDE WORLD 


UNCERTAINTY—Securities markets in all the principal TROUBLED—Czechoslovakia (President Benes 
financial centers were gyrating excitedly. Below, day’s end above, center, in civilian clothes) has long been vexed 
view of the floor of the New York Stock Exchange by the minorities acquired along with nationality 
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INTERNATIONAL 
WATCHFULNESS—As European alarums sounded more threateningly, President Roosevelt and 
his Secretary of State, Cordell Hull, gave much earnest thought to American policy 


AMERICAN SCENE—Our own “minorities problem” was being settled, as usual, with bands, 
parades and fiery speeches. Below, focal point of national interest, Senator Tydings 


INTERNATIONAL 
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Accent on Publie Service 


Of course 
bankers know 
how to say 


YES! 


Banks continue to exist because they say “yes” oftener than “no.” Naturally they want to encourage 


business and to have a part in it. 


The banker is sometimes viewed as a cold No-man. But this ignores the fact that his warm 
interest in soundly-managed enterprise bas played an essential part in the country's development. 


Saying YES to government— 
Federal, State and Municipal 
Projects which range from national defense to local 


improvement have always needed funds—and this Bank 
has always been active in helping to supply such funds. 


Saying YES to industry 

Many businesses are suc- 
cessful largely because a 
banker said “yes” when con- 
vinced that such action was 
in the interest of both cus- 
tomer and bank. 

This Bank is continually 
making loans to a wide vari- 
ety of activities —because that is the best way we know 
to keep our funds profitably employed. 


Saying YES on foreign trade 


This Bank offers facilities that make the export and 
import of goods easier and more extensive. We finance 


EVERY BANKER KNOWS 


Every banker knows that the biggest 
single cause of financial distress in this 
country is that too many people have 
borrowed too much money to buy too 
many things they couldn’t pay for. 
Despite the fact that the largest share 
of our earnings comes from interest on 


loans, our advice is: don’t borrow unless 


you must. And when you must borrow, 
consult a Bank more interested in 
helping you than in making a dollar at 


your expense. 


FIRST 


NATIONAL BANK and TRUST 
COMPANY OF MINNEAPOLIS 
Member Federal Deposii Insurance Corporation 


shipments, thus releasing the funds of customers. Our 
worldwide connections aid in carrying on distant 
dealings with greater safety and more profit. 


Saying YES to New Yorkers 


People of this city want convenience as well as 
efficiency in banking service. 

Bank of the Manhattan Company meets this require- 
ment too. It maintains 57 offices—11 in Manhattan, 
5 in the Bronx, 32 in Queens, 8 in Brooklyn and one on 
Staten Island. 


Saying YES 
to travelers 


The Bank's letters of credit 
are honored all over the world. 
They add to the pleasure of 
travel, offering a safe and sure 
way to keep in funds; so too 
do travelers’ cheques, sold by 
the Bank. 


BANK of the MANHATTAN COMPANY 


Member Federal Deposit Insurance Corporation 


APFILIATED WITH FIRST BANK STOCK CORPORATION 
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H: needed ready cash to pay the surgeon’s bill and to 
cover the expenses of recuperation. A personal loan pro- 
vided the necessary money at very moderate cost. Later, 
when he is back at work again, he will repay the loan in 
convenient monthly instalments from his income. 

x * 
MEDICAL EXPENSE is only one of the many sound rea- 
sons for which people borrow at this bank. If you need 
personal funds we will be glad to have your application. 


4n advertisement issued by the Ad- 


vertising Department, American 
Bankers Association. 


THIS SPACE FOR BANK'S NAME 


A light that is sometimes hidden under a bushe 
is the use of bank funds in the public service—fo: 
promoting the well-being of individuals, companie 
and governments. Here are some advertisements 0° 
this type that have been received by BANKING 


MODERN BANK CREDIT 
FOR MEN AND WOMEN 
IN EVERY 
WALK OF LIFE 


Bank of America Timeplan means 
instalment bank credit for every 
personal or family need 


A farmer near Petaluma needed extra money to 
modernize his farm buildings. His wife wanted a new kitchen 
range and an electric refrigerator. A doctor in Oakland wanted 
to redecorate his office. A clerk in Fresno needed money to pay 


a doctor bill. A businessman in Los Angeles wanted to finance 
a new car. A school teacher in San Diego needed extra cash for 
her vacation . . . 

Every day hundreds of such loans are made at Bank 
of America. Through a constructive, helpful lending policy, 
Bank of America has brought low-cost, easily-understood instal- 
ment credit to men and women throughout California. 

ri Bank of America Timeplan is the copyrighted name 


which describes this modern bank credit available to you, 
whether you are a depositor or not, through the 493 pianches 
of this statewide bank. 


When you borrow under Timeplan for any purpose, you estab- 
lish yeur credit for any other personal or family financial need. 

Timeplan means credit at the lowest cost ... in the 
most convenient form. Actually, there are more than 100 reasons 


why men and women borrow through Timeplan. The most im- 
portant reasons are listed below. 


The 
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IMPORTANT REASONS WHY MEN AND 

WOMEN BORROW THROUGH TIMEPLAN 

To buy or build bome 
(also through FHA) 

% To finance automobiles 
For personal loans 


# To modernize homes or other 
property (through FHA) 

# To purchase home appliances 
(through authorised dealers) 


‘® Listen to “THE HOUSE OF MELODY™ Sunday night at 7:00... Mutual-Don Lee Network 


Bank .f America 


NATIONAL TRUST AND SAVINGS ASSOCIATION 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION . 
CALIFORNIA'S ONLY STATEWIDE BANK 


me 


PERSONAL 
LOAN 


brought back 


“| WAS AFRAID YOU ; 
his health 4 


WOULDN'T WANT TO 
BOTHER WITH SUCH 
A SMALL MATTER” 


Our reply was that a good watch 
* did not have to be a big one, and 


that some of our best borrowers 
are men and women of modest 
means. We take pride in the 
number of people of this cha- e 
racter who come to our Personal : H 
Loan Department. " 


THE FIRST NATIONAL 
BANK AND TRUST COMPANY 
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The Metropolitan Insurance Company advertise- 
ment at the right is a good example of what is being 
done outside the banking field by organizations 
who use their funds in the public service 


PING HAND 


One of the major services of a bank is the 
stabilization of business through loans. 


This bank is assisting business to the sum of 
over 28 million dollars, $28,184,453.30°to be 
exact, represented by 41,857 loans—helping 
‘many people personally and in their various 


business endeavors. 


& AMERICAN NATIONAL BANK 


NASHVILLE 


Member Federal Deposit 


CHARTER MEMBER FEDERAL RESERVE SYSTEM 


Insurance Corporation 


1. Perhaps you've sometimes wondered what happens tothe money you pay as life 
insurance premiums. Is it locked in a. vault for safekeeping? No. The money not re- 
quired for current claims and expenses is put to work. It is carefully invested im first 
mortgages on real estate and securities paying a fixed rate of income, where the bor- 
rowers who are responsible to the insurance company for the payment of interest and 
the repayment of principal also manage and control the enterprise 


2. Metrepetttan has invested other millions of dollars in city real estate first mortgages. 
The chances are that nght im your own community there are homes. stores, and ofhce 
buildings that hfe insurance dollars helped to build 

make your community a better place in which to live. 


How your life insurance money 


money-that comes hume to 


comes home to boost! 


You've seen these dollars come home to boost your comm 


418, in part, is the story of what 
happens to the dollars your life in 
surance company holds for the benefit 
of its policyholders. These dollars are 
kept constantly employed,earning mure 


millon policyholders, are invested in Federal, state, county, and mumerpal bonds. 


4& Sem ether life insurance dollars are sent out to work on farms—are invested in 
farm mortgages. Spread through the farming sections of many states, these dollars 
help tarmers produce better crops, protect fertility of land, get needed equipment, 
and keep buildings in proper repare. 


This is Number in a 
give the public el 


be masked wpom request 


in new roads, bridges, 


of advertsemenss dengned 
of how «life 
company operates. Copies of preceding 


Metropolitan Life 
Insurance Company 


dollars—and thus helping to pay the 
cost of your life insurance. 


BEHIND 


THE PEOPLE 


“LOOK! Only Three Little Bills This Month! 
That Personal Loan from the Commerce Union Bank 
Certainly Put Us On Our Feet” 


Er your ordinary living expenses are within your 
income; but if some special expense such as ill 
ness, an accident, or any of the many things that 
can throw family budgets out of balance, have 
put you behind on current bills, we invite you to 
see us about a loan. 


We loan money, in amounts from $50 up, on 
several personal loan plans, all of which carry 
reasonable interest rates; all designed to help peo 
ple OUT of debt ... not to keep them IN debt 


Borrowers will tell you that a personal loan from 
the Banks behind the people consolidates obliga- 


tions, relieves them of the necessity for making 
arrangements with several creditors, all of whom 
expect prompt payment in full. A personal loan 
saves the time and trouble of making many pay- 
ments and keeping records of many accounts. 


But more important . . .a personal loan from the 
Banks behind the people brings peace of mind; a 
comforting knowledge that credit is protected, 


and financial affairs are on a business-like basis. 


Why worry about overdue bills? See an officer 
in these Banks tomorrow 


COMMERCE UNION BANK - BROADWAY NATIONAL BANK 


MAIN OFFICE THIRD AVE N Al UNION ST BROADWAY OFFICE BROADWAY BROADWAY Al SHIRI* 


COMMERCE UNION OFFICES AT CAMDEN 


MURFREESBORO WOODBURY 


LAWRENCEBURG 
COLUMBIA 


le CHURCH ST. 
GALLATIN LEBANON 


SPARTA SPRINGFIELD 


PRDERAL PRESERVE STSTEM MEMBERS FEDERA! DEPOSIT INSURANCR CORPORATION 
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5. Ute insurance delfers also have been busily at work in transporta- 
tion, utility, and industrial bonds—helping to keep factones humming 
and men in jobs, helping to bring goods to you, and to move what you 
and your neighbors had to sell to other markets. 


or your loved ones, 


And Where They Came From 


Ask their owners. Ask the owner of 
almost any home. You usually will 
get the same answer... . 


“We saved in the bank for the 
down payment. Then we kept 
on saving until the home was 
all paid for.” 
it’s an old plan—a plan which can’t 
be beat. Today, F. H. A. Loans— 
which are just another form of sav- 


But your life insurance company’s 
first responsibility 1s to safeguard these 
dollars. For eventually, when the need 
arises, the dollars contracted for in 
your policy must be paid to you—you, 


(A MUTUAL COMPANY) 


Frederch Ecker, 
Leroy A. Lincoln, 


1 Maptson Avenue, New Youn, N.Y. 


ing — make it easier to carry the home 
after the down payment. But you 
still must have money for the down 
payment. And a savings account will 
bring you that money. 


Scores of Mobile's most attractive 
homes have come from savings ac- 
counts at Merchants National. Scores 
more will come. When you want 
your home, you are cordially invited 
to save for it at Merchants National. 


MERCHANTS NATIONAL BANK 
OF MOBILE, ALABAMA 


FOR ALABAMA. ITS PORT — AND PROGRESS 


Member Hederal Deposit inseramce Corporation 
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any Happy Returns | 


First National Bank and Trust Company, Hamilton, Ohio 


HAMILTON TELEGRAPH 
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Above, one of several displays in the bank lobby. This particular one 

represents a street corner of 1863. Below, two employees dressed in 

costumes of 75 years ago. The wearing of these old costumes was 
one feature of the celebration that attracted most attention 


ACCOUNTS RECKIVED ON VAVORABLE TEREX. 


street, neat doer to Brook Sander’s. 


the 
Covtomers liberaity dealt with, Exohenge |: ‘of the Col 


writers 
DE SIGNER AND ENGRAVER, 
West Fourtt St. Cincinnati, 0, 
Lat 


Above, an historical booklet’s front cover, reproduced from a news- 
paper of 1863. The fourteen pages inside the booklet were devoted 
to an account of the First National’s part in Hamilton history, with 
quotations from contemporary newspapers. Below, women on the 
bank staff, who, for a week, followed the fashions of 1863 
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Two Banks In Ohio Celebrate Their 75th Anniversaries 
And Discover That Such Programs Help Public Relations 


Third National Bank and Trust Company, Dayton, Ohio 


SG 


In the picture above, left to right, Charles J. Moore, president of the bank, Mr. and Mrs. Dayton of 1863, W. E. McGervey, executive 
vice-president. This picture was taken at the evening's open house party. Above, right, a window display set up for the week of the celebration 


Left, Mr. and Mrs. Dayton 
arriving at the bank for 
the open house party. 
About 5,000 persons vis- 
ited the bank during this 
one evening’s program. 
They were greeted by the 
president, executive vice- 
president, directors and 
members of the staff 


Right, Mr. and Mrs. Dayton with 
flower girls on open house evening. 
Each guest was given a flower and a 
book telling the history of the bank, 
together with a story of Dayton 
since the Civil War. The booklet 
which the bank published contained 
24 pages and was divided into four 
parts—Dayton’s history from 1863 
to 1900, 1900 to 1938, the story of 
the Third National Bank, and a 
picture section on the banking 
quarters and employees 
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Financial Advertisers 
to Fort Worth 


HE Financial Advertisers'Association 

will hold its 23rd annual convention 
at Fort Worth, October 31 to November 3. 
The officers of the association are: presi- 
dent, William H. Neal, vice-president of 
the Wachovia Bank and Trust Company, 
Winston-Salem, N. C.; first vice-presi- 
dent, George O. Everett, assistant vice- 
president, First Citizens Bank and Trust 
Company, Utica, N. Y.; second vice- 
president, Stephen H. Fifield, assistant 
vice-president, Barnett National Bank, 
Jacksonville, Florida; third vice-presi- 
dent, Henry C. Ochs, vice-president, 
Winters National Bank and Trust Com- 
pany, Dayton, Ohio; executive vice- 
president, Preston E. Reed, Chicago. 
This convention is the first to be held in 
the Southwest by the F.A.A. 


William H. Neal George O. Everett 


Stephen H. Fifield Henry C. Ochs Preston E. Reed 


A skyline view of Fort Worth 
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F the world’s largest and best-managed banks, 

82 have adopted Recordak Photographic 
Systems .. . capitalizing the maximum of eff- 
ciency, accuracy, safety and profit ... achieving 
new heights of economy in operation. 

More than 2,000 well-managed banking in- 
stitutions, large and small, know from years of 
practical day-to-day operating experience the 
many-sided advantages of Recordak...to the 
banks, their officers, depositors and stockholders 
...and AT NO CAPITAL OUTLAY. Recordak 
Corporation (Subsidiary of Eastman Kodak Co.), 
350 Madison Ave., New York, N. Y. 
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A Shiking Example OF ANTHRACITE’S 


ADVANTAGES OVER OTHER FUELS 


Famous Walters Ari Gallery 
Adopts Automatic Anthracite Heat 


Financial institutions hear many opinions as to which 
fuel gives the cleanest heat. Here is convincing evidence 
on the question. 


When the famous Walters Art Gallery of Baltimore, 
Md., was faced with the selection of an automatic heat- 
ing plant, and the question of cleanliness involved the 
preservation of thousands of priceless art treasures, 
Anthracite was selected. 


The gallery houses a costly collection of stained glass 
windows, white marble statues, rare old books, unre- 
placeable oil paintings and water colors, century-old 
tapestries, imported bronzes and Oriental ceramics. 
Caring for such unique creations requires a ceaseless 
battle against destructive elements which might stain, 
corrode, and ruin the delicate art objects. Such objects 
can not be handled vigorously and frequently for pur- 
poses of cleaning. Gallery officials, when considering the 
addition of automatic firing, were determined to use no 
fuel which might add smoke, soot or destructive ele- 
ments to the air. Chimney smoke and grime, they felt, 
would pollute the atmosphere about the building. 

As a result, Walters’ authorities, knowing Anthracite 
is smokeless, sootless and odorless, voted for an auto- 
matic Anthracite stoker. 


2 
Left. Central court of Walter 
Art Gallery. The white mar- 
ble floors as well as priceless 
works of art, require theclean- 
liness of Anthracite heat. 


Below. Exterior view of the 
Art Gallery, where Anthracite 
heat was selected to preserve 
thebuilding as well as the irre- 
placeable works of art it con- 
tains, from dirtand corrosion. 


Cleanliness is but one of the many advantages of 
Anthracite in addition to its greater heat value and 
economy. The book “Modern Anthracite Equipment” 
describes the newest developments in automatic heat and 
air conditioning. A copy will be mailed upon request. 


Anthracite Industries, Inc., Chrysler Bldg., New York 


This Sealof Approval 
appears on Anthra- 
cite equipment only 
after it has passed 
the most rigid tests 
in the heating field. 


ANTHRACITE 
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Round Table On Bank Earnings 
To Discuss Channels For Loans 


Will Be Conducted by 
Management Unit 


“Augmenting Bank Earn- 
ings” is the theme of this 
year’s roundtable conference 
to be conducted by the Bank 
Management Commission at 
the American Bankers Associa- 
tion Houston Convention. The 
time is Thursday afternoon, 
Nov. 17. 

Under this general heading 


there will be discussions on in-’ 


termediate credit for industry, 
amortized real estate loans, 
and instalment financing and 
personal loans. The leaders 
will be men outstanding in 
these various fields, men who 
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have studied the subjects care- 
fully and who have had prac- 
tical experience with them. 
Following each presentation 
the meeting will be thrown open 
to general discussion in which 
all will be asked to participate. 

The bank management round 
table has been a feature of As- 
sociation conventions for the 
past nine years, and has con- 
sidered such timely problems 
as bank earnings and expenses, 
loans, clearinghouse activities, 
credit bureaus, service charges, 
investments, account analysis, 
purchase of bank supplies, and 
small loans. 

H. H. Griswold, president of 
the First National Bank & 
Trust Company, Elmira, N. Y., 
is chairman of the Commission. 


Inaugural Ceremony Prominent 


Among This Year’s Innovations 


An inaugural ceremony, a daily newspaper, a public relations 
laboratory and an educational display of mechanical equipment 
for banks are to be new American Bankers Association Con- 
vention features introduced this year at Houston. 

The incoming officers are to be inducted formally at the close 
of the Convention on the evening of Thursday, November 17, 
just prior to the grand ball. The program, starting at 9 o’clock, 


To Receive Scroll 

When Orval W. Adams 
retires as President of the 
American Bankers Associa- 
tion at Houston on Novem- 
ber 17 he will receive a 
parchment scroll in token of 
his work on behalf of the 
membership. The presenta- 
tion will be made at the 
ceremony inaugurating the 
new officers. 


Witter Picked 
To Head 1.B.A. 


Jean C. Witter of San Fran- 
cisco has been nominated for 
the presidency of the Invest- 
ment Bankers Association of 
America for 1938-39. Mr. Wit- 
ter, a partner in the San Fran- 
cisco investment banking house 
of Dean Witter & Co., heads 
the ticket selected by the as- 
sociation’s board of governors. 
The election is held at the con- 
vention, Oct. 24-29, at White 
Sulphur Springs, W. Va. 

Mr. Witter will be the first 
president of the association 
from the Pacific Coast where 
he has been in the investment 
business since 1916. 

Vice-presidents nominated by 
the governors are: D. C. Jo- 
sephs, Graham, Parsons & Co., 
Philadelphia; John S. Linen, 
Chase National Bank, New 
York; James J. Minot, Jr., 
Jackson & Curtis, Boston; 
Francis F. Patton, A. G. 
Becker & Co., Chicago; Albert 
E. VanCourt, William R. Staats 
Company, Los Angeles. 


will last an hour. Opening with 
singing by the Houston Glee 
Club under direction of Walter 
R. Jenkins, it will proceed 
with the installation of the men 
who are to be the national 
officers during the next year, 
and conclude with a half hour 
recital by Mario Chamlee, 
operatic tenor. 

In the past, the induction of 
new officers has been attended 
by relatively few Convention 
delegates because of the late- 
ness at which the brief exer- 
cises took place. It is felt that 
more bankers will be able to 
attend the ceremony under the 
plan arranged for Houston. 

The Convention newspaper 
will report happenings not cov- 
ered by the daily or the bank- 
ing press, notably intimate 
items about Convention events 
and affairs. 

In the public relations labo- 
ratory bankers can see what is 
being done by banks and on 
their behalf in this important 
field. Motion pictures used by 
banking institutions in their 
local public relations programs 
will be shown. Also, bankers 
will have an opportunity to 
hear the new series of bank 
radio broadcast transcriptions 
prepared by the Association. 

The educational display will 
be similar to exhibits shown at 
A.B.A. regional banking con- 
ferences earlier this year. These 
proved so popular that it was 
decided to arrange a showing 
for Houston in the belief that 
visiting bankers would be in- 
terested in seeing the latest 
apparatus designed to facili- 
tate the mechanics of banking. 
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Announce Speak 


ers On Four 


Divisional Meeting Programs 


Houston Sessions To 
Hear a Variety 
Of Subjects 


Philip A. Benson, First Vice- 
president of the American 
Bankers Association, and pres- 
ident, Dime Savings Bank of 
Brooklyn, Milton F. Barlow, 
President of the American In- 
stitute of Banking and cashier, 
The National Citizens Bank, 
Mankato, Minn., Lindsay Brad- 
ford, president, City Bank 
Farmers Trust Company of 
New York, and C. B. Axford, 
editor of the American Banker, 
New York, will address meet- 
ings of the divisions of the 
American Bankers Association 
at its annual convention at 
Houston, Texas, November 14 
to 17. This news was announced 
by Orval W. Adams, Presi- 
dent of the Association and 
executive vice-president of the 
Utah State National Bank 
of Salt Lake City, Utah. 

The State Bank Division 
will meet on the morning of 
Monday, November 14, and 
the National Bank Division 
will hold its meeting that after- 
noon. The meeting of the 
Trust Division and the meeting 
of the State Secretaries Section 
will be held the afternoon of 
Tuesday, November 15, and 
the Savings Division will meet 
on the evening of Wednesday, 
November 16. 

Mr. Benson will speak be- 
fore the Savings Division on 
the subject of ‘Something for 
Nothing”. Other speakers on 
the same program include 
Henry S. Sherman, President 
of the Savings Division and 
president, Society for Savings, 
Cleveland, Ohio, on the sub- 
ject of ‘Progress in the Sav- 
ings Business’; Hon. William 


R. White, superintendent of | 


banks of the State of New 
York, on the subject of “‘Sav- 


ings Deposits a Growing Re- | 


sponsibility”; and Fairman R. 
Dick, of Dick and Merle-Smith, 
investments, New York City, 
on the topic of ‘The Savings 
Banks and the Railroads’’. 
The State Bank Division, 


which will be presided over by | 


Harry A. Brinkman, vice- 
president, Harris Trust and 
Savings Bank of Chicago, will 
be addressed by Mr. Axford 
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on the subject of ‘What State 
| Banks Can Do”. William A. 
Irwin, Assistant Educational 
| Director of the American In- 
stitute of Banking, New York, 
also will address the State 
Bank Division on the subject of 
“An Examination of the New 
Economics”’. 

Mr. Bradford will address 
the Trust Division on the sub- 
ject of ‘‘ Phases of Trust Busi- 
ness’. Robertson Griswold, 
President of the Division and 
vice-president of the Maryland 
Trust Company, Baltimore, 
also will address the meeting. 


A.1.B. Work 


Mr. Barlow will speak on 
the subject, ‘“A.I.B. and the 
State Bankers Associations”’, 
before the State Secretaries 
Section. D. J. Needham, Gen- 
eral Counsel of the American 
Bankers Association, will ad- 
dress the group upon the 
subject of “Recent Federal 
Legislation’. Reports of the 
following committees will also 
be given: Investment Port- 
folios by the chairman, Don E. 
Warrick, secretary, Indiana 
Bankers Association, Indian- 
apolis, Indiana; State Bankers 
Association Management by 
the chairman, David M. Auch, 
secretary, Ohio Bankers As- 
sociation, Columbus, Ohio; 
State Legislation by the chair- 
man, C. C. Wattam, secretary, 
North Dakota Bankers Associ- 
ation, Fargo, N. D.; and Pen- 
sion Plans-State Bankers As- 
sociation by the chairman, 
M. A. Graettinger, executive 
vice-president, Illinois Bankers 
Association, Chicago. 

The program for the Nation- 
al Bank Division will be an- 
nounced shortly, according to 
Russell G. Smith, President of 
| the Division and vice-president 
and cashier of the Bank of 
America N. T. & S. A., San 
| Francisco. 

As previously announced, 
| principal speakers at the gen- 
| eral sessions of the convention 
|include W. J. Cameron of the 
Ford Motor Company, and 
| Jesse H. Jones, chairman of 
Reconstruction Finance 
Corporation chairman, 
National Bank of Commerce, 
|Houston, who will speak at 
| the first session, Tuesday morn- 


ing, November 15. Dr. Adam | 


Arthur E. Farrell 


Security Traders 

The National Security 
Traders Association holds 
its fifth annual convention 
at Coral Gables, Fla., Nov. 
15-18. Arthur E. Farrell of 
Chicago is president of the 
association. 


3 Public Meetings 


People living in and near five 
Wisconsin towns were guests 
of their banks at public gather- 
ings which concluded the annual 
district meetings of the Wis- 
consin Bankers Association in 
the week beginning September 
19. 

Each public meeting featured 
John Carter, radio star and 
tenor of the Metropolitan 
Opera Association, and William 
A. Irwin, Assistant Educational 
Director, American Bankers 
Association, who was guest 
speaker. Tickets were dis- 
tributed by the local banks in 
the towns—Appleton, Marsh- 
field, LaCrosse, Madison and 
Waukesha. 


S. Bennion, assistant to the 
president, Utah Power and 
Light Company, Salt Lake 
City, Utah, and J. Reuben 
Clark, chairman of the Foreign 
Bondholders Protective Coun- 
cil, Inc., of New York, and 
former ambassador to Mexico, 
will address the second general 
session on the morning of 
Wednesday, November 16. The 
final general session on Thurs- 
day morning, November 17 
will be addressed by Dr. Karl 
T. Compton, president, Massa- 
chusetts Institute of Technol- 
ogy, Cambridge, Mass., and 
Bishop James T. Freeman, 
Episcopal Bishop of Washing- 
ton, D. C. 

Mario Chamlee, Metropol- 
itan opera star, will sing at the 
inaugural ceremony for new 
officers which will be held 


Thursday evening, November 
17. 


Bank Insurance 
Rates Cut Again 


Premium Costs Down 
About $1,300,000 
October 1 


A reduction of $1,270,000 to 
$1,300,000 yearly in bank in- 
surance rates, effective Oct. 1, 
is reported by the A.B.A. In- 
surance Committee. 

James E. Baum, Committee 
Secretary, said in a statement 
that the Committee had been 
able to suggest improvements 
in the surety companies’ rate 
schedules to equalize the pre- 
mium loading applicable to 
each additional employee and 
also for increased amounts of 
insurance. 

“An important Committee 
objective,” said Mr. Baum, 
“was to bring the price of 
blanket bonds and advantages 
of broader coverage thereunder 
within reach of the smaller 
banks. Accordingly, the new 
rate schedule starts with three 
or less employees instead of six 
as heretofore. Banks with less 
than six employees will reap 
the greatest benefits as the cost 
of blanket bonds to them is re- 
duced 25 to 40 per cent. For 
banks having six to 25 em- 
ployees the reduction percent- 
ages decrease gradually as the 
employees increase. Premiums 
paid by banks with more than 
25 employees will be cut at 
least 7 per cent and if the 
Committee’s last recommenda- 
tion is approved the cut will 
range from 9 to 9.5 per cent. 
For banks having less than 
25 employees the reductions 
will save $790,000 to $825,000 
annually, while the larger banks 
will save $390,000 to $475,000. 
These blanket bond rate reduc- 
tions supplement the decrease 
of $1,200,000 in July 1937. 

“The individual and sched- 
ule fidelity bond rates are also 
reduced. The total amount of 
the bond covering one or more 
employees will determine the 
rate. Instead of the former flat 
rate of $8 per thousand, the 
new schedule charges $7 per 
thousand for banks insuring 
employees in aggregate amounts 
less than $10,000. The rates 
graduate downward in four 
steps to $5 per thousand for 
bonds in total amounts of 
$50,000 or over. Based on pre- 
miums paid in 1937, this change 
means a saving of $90,000 an- 
nually. 
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Program of Bank 


Women Arranged 


Family Financing Is 
Topic of Member 
Forum 


The 16th annual convention 
of the Association of Bank | 
\Vomen will be held in Houston, 
Nov. 14-18, with headquarters 
at the Hotel San Jacinto. 
Miss Anne Houstoun Sadler, | 
assistant secretary, Bank of | 
the Manhattan Company, New 
York, is association president. | 

Mrs. Berneece Brooks, assist- | 
ant cashier, Citizens State | 
Bank of Bastrop, La., is general | 
convention chairman and Mrs. 
Anna G. Roussel, manager, St. 
Charles Avenue Branch of the | 
Hibernia National Bank, New | 
Orleans, is chairman of the | 
program committee. 

As cotton and oil are two 
leading industries of Texas, the 
chief convention speakers will 
be chosen from these fields. 


Col. Joseph W. Evans, of |- 


Evans & Co., cotton merchants, 
and also head of the Houston 
Port Commission and_ vice- 
president of the United States 
Chamber of Commerce, will be 
a speaker at the annual dinner. 

A feature of each convention 
is the member forum, this year’s 
being “‘ Financing the American 
Family.” Speaking on different | 
phases of this topic are: Miss | 
Lillian O’Connell, president, 
First National Bank in Coal- 
gate, Okla.; Mrs. Wilma Sin- | 


Miss Sadler 


clair LeVan, president, Union 
Trust 
Steubenville, O.; and Mrs. 
Mary G. Roebling, president, 
Trenton Trust Company, Tren- 
ton, N. J. 

Chairmen of other conven- 
tion committees are: Arrange- 
ments, Miss Gertrude Chambers, 
Guardian Trust Company, Hous- 
ton; publicity, Mrs. Zillah M. 
Pirie, California Bank, Ocean 
Park, Cal., nominating, Mrs. 


| Mary Berkeley Finke, Morris | 
Plan Industrial Bank of New 


York; founders tribute, Miss 
Helen Knox, Chase National 
Bank of New York. 


Trains to Houston 
Virginia and West Virginia 
bankers who are planning to 
attend the American Bank- 
ers Association Convention 
at Houston have been in- 


formed that the Pennsyl- 
vania Railroad will provide 
cars for them on its tour 
train which they may board 
at Pittsburgh, Cincinnati 
or Knoxville. 


American Bankers Association 


Pacific Coast-Rocky Mountain States Trust Con- 


Annual Convention, Rice Hotel, Houston, Texas 


Arizona, Westward Ho Hotel, Phoenix 


National Business Show, Commerce Hall, Port 


The Morris Plan Bankers Association, The Green- 
brier, White Sulphur Springs, West Virginia 
Mid-Year Conference, Robert Morris Associates, 
Hotel Hershey, Hershey, Pennsylvania _ 
Mortgage Bankers Association of America, Drake 
Hotel, Chicago, Illinois 


Oct. 19-21 : 

ference, San Francisco 
Nov. 14-17 

State Associations 
Oct. 11-12 Nebraska, Omaha 
Nov. 11-12 
Other Organizations 

Oct. 3-8 D 

Authority Building, New York City 
Oct. 10-12 
Oct. 10-12 
Oct. 11-14 
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CONVENTIONS 


“$30 Thursday” 
Paper Not Money 


Pension Warrants 
Not Cashable At 
California Banks 


The California Bankers As- 
sociation has advised its mem- 


bers that they could not accept | 
|as money the proposed war- | 
& Savings Bank of 


rants that would be issued 


|under the ‘$30-a-Thursday” | 


pension scheme to be voted on 
at the California election. 

“The fundamental difficul- 
| ty,’’ says the association, “is 
that the so-called warrants are 
not money or the equivalent of 
money. 

“The pieces of paper to be 
issued under this scheme are 
not in fact warrants as the term 
is generally understood and 
have none of the characteris- 
tics which warrants must have. 
They are not promissory notes, 
| not state bonds, not obliga- 
| tions of the state or of any 
| governmental agency. They 
are not backed by the taxing 
power or credit of the state 
government. 

“In short, they are simply 
pieces of paper giving the 
person who holds them the 
privilege of paying a 2-cent tax 
|every week. In view of the 
| nature of these so-called war- 
rants it is obvious that banks 
| could not cash them, regardless 
of whether or not stamps 


should be affixed.” 


Oct. 13 New York State Safe Deposit Association, Hotel 
McAlpin, New York City 

Oct. 24-26 Indiana Bankers Conference, Indiana University, 
Bloomington 

Oct. 24-27 Metal Mining Convention and Exposition, Ambassa- 
dor Hotel, Los Angeles, California 

Oct. 24-29 Investment Bankers Association of America, White 
Sulphur Springs, West Virginia 

- as National Foreign Trade Convention, New York City 

Nov. 
Oct. 31- Financial Advertisers Association, Texas Hotel, 
Nov. 3 Fort Worth, Texas 

Nov. 7-12 
waukee, Wisconsin 

Nov. 10-12 
Hot Springs, Arkansas 

Nov. 11-18 
New York City 

Nov. 14-16 
trollers, Houston, Texas 

Nov. 14-18 Association of Bank Women, Houston, Texas 

Nov. 15-18 


National Association of Real Estate Boards, Mil- 
National Association of Supervisors of State Banks, 
National Automobile Show, Grand Central Palace, 
National Association of Bank Auditors and Comp- 


National Security Traders Association, Miami Bilt- 
more Hotel, Miami, Florida 


U.S.B. & L. League 
Meets Nov. 16-18 


Chicago is to be the scene 
| of this year’s annual meeting of 
the United States Building and 
| Loan League. The dates are 
| Nov. 16-18. 
| Some 2,000 managers of sav- 
ings and loan institutions, pres- 
idents of Federal Home Loan 
| banks, state supervisory offi- 
| cials, and appraisers are ex- 
pected to attend this 46th 
convention of the organization. 

Advance notices of the pro- 
gram state that speakers will 
| discuss the relations of the 
business cycle to home owner- 
ship, uniform mortgage legis- 
lation among the states, 80 to 
90 per cent loans and their 
bearing on the safety of in- 
vested funds, advertising trends, 
reserve policies, and liquidity 
and dividends. 

E. C. Baltz, Washington, is 
president of the League. 


F. A. Trish Elected 


F. A. Irish, member of the 
A.B.A. Agricultural Commis- 
sion for the 9th district, has 
been elected district director on 
the board of the Chamber of 
Commerce of the United States. 
With O. J. Arnold of Minne- 
apolis he represents Minnesota, 
the Dakotas, Montana, Ne- 
braska and Wyoming. 

Mr. Irish is president of the 
First National Bank and Trust 
Company of Fargo and is 
| treasurer of the Greater North 
| Dakota Bankers Association. 
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NEW BOOKS 


Today’s Real Estate Loans 


REVISED edition of Real Estate Principles and Practices 

by Philip A. Benson and Nelson L. North (Prentice- 

Hall, Inc., New York, $5) represents the 19th printing 

of this title since its first appearance in 1922. Some text 

changes had been made in the book’s many trips through 

the presses, but new conditions in real estate called for the 
complete revision now available, 

New chapters cover the sale and advertising of real prop- 
erty, and subdividing and development; many chapters, 
notably those on valuation and mortgage loans, have been 
entirely rewritten in the light of newer facts. A valuable 
feature is an extensive collection of real estate forms in use 
today. 

Designed primarily as a college text, the book appeals to 
the vastly wider circle of all interested in realty, including 
banks. The material includes the policies followed by banks 
in their handling of real estate transactions. 

Mr. Benson, president of the Dime Savings Bank of 
Brooklyn and First Vice-president of the American Bankers 
Association, is an authority on his subject. Mr. North, a 
lawyer and an instructor in real estate and mortgages for 
New York Chapter, American Institute of Banking, is also 
assistant professor of real estate at New York University 
where Mr. Benson likewise lectures. 


“DYNAMIC PRICE-MAKING” 


Industrial Price Policies and Economic Progress. By 
Edwin G. Nourse and Horace B. Drury. (Brookings Institu- 
tion, Washington, D. C., $2.50.) This penetrating study, 
which recently received considerable newspaper publicity, 
concerns itself with “administered prices’”—those estab- 
lished by executives who can decide them in advance and 
who can control operations so as to influence the market. 
The book directs attention to the question whether this 
power of the executive is so exercised as to promote progress. 
Emphasis is placed on “dynamic pricé-making”, which 
“starts from the consumer’s want and purchasing power and 
courageously accepts the task of finding a means of satisfying 
these wants within the limits of this purchasing power.” 

The authors have considerable to say about large corpora- 
tions, finding, among other things, that competition is much 
more prevalent than is popularly supposed. “The man,” they 
say, “who today tries to fence in an industrial highway and 
exact an exorbitant toll from those who would travel this 
road to consumer satisfaction is in danger of defeating him- 
self. Under modern conditions of technology, applied science 
is likely to find other methods of progress.” 

To many this book will be good collateral reading in 
connection with the forthcoming “monopoly ”’ investigation. 


OTHER NEW BOOKS 


The Folly of Instalment Buying. By Roger W. Babson. 
(Frederick A. Stokes, New York, $1.50.) “No step in con- 
sumer protection,” says the author of this readable arraign- 
ment, “is more urgent than a fearless and realistic discussion 
of instalment buying. The habit of pay-as-you-go and buy- 
for-cash should lead to some handsome pecuniary savings. 
That is the smallest of the benefits. The real gain is one of 
character. The way to assure fuller and more enduring 
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periods of prosperity is to pull people out of their newly 
acquired instalmentality. Restore our early American bar- 
gainmentality.” Mr. Babson feels that a rebirth of consumer 
common sense must check the further use of instalment 
purchasing. “ Unless that is done, industry and merchandis- 
ing may suffer severely.” 


Control Policies of the Reichsbank, 1924-1933. By Mildred 
B. Northrop. (Columbia University Press, New York, $4.) 
This study of one central bank was undertaken to answer 
some of the general questions about the purposes and 
results of monetary management which, the author finds, 
“is not the sole answer to the wider problem of economic 
stabilization.” The period covered is the decade of the 
Reichsbank’s career as a “free central bank” having certain 
powers over Germany’s credit life. 


Government Corporations and Federal Funds. By John 
McDiarmid. (University of Chicago Press, Chicago, $2.50.) 
Thirty-eight corporations owned and operated by the Gov- 
ernment since the World War are here discussed. Most of 
them were created since 1933. The problem least satisfac- 
torily settled, in the author’s opinion, “is that of providing 
suitable methods of accounting and auditing control”, and 
he suggests some more appropriate ones. 


MISCELLANEOUS PUBLICATIONS 


THE Research Committee of the North Carolina Bankers 
Association, Raleigh, publishes Trends in North Carolina 
Banking, 1927-1937 (75 cents), a comprehensive report on 
developments during an eventful period. Among other 
valuable information the study makes available comparisons 
of pertinent ratios of failed banks with those of successful 
institutions, thus furnishing “a persuasive, if not completely 
convincing, revelation and explanation of the causes for 
bank failures.” ... Ten Years of the National Bank of 
Czechoslovakia is the title of an attractive book brought out 
by the bank in observance of its first decade. Economic 
conditions in this currently prominent country are covered, 
as well as affairs of the bank. . . . The Reichs-Kredit- 
Gesellschaft, Berlin, makes available an English translation 
of its report on Germany’s economic development during the 
first half of 1938. . . . Prentice-Hall, Inc., New York, re- 
prints the text of the Chandler Act (75 cents). . . . The 
same publisher has also brought out the Federal Revenue 
Act of 1938, with explanatory digest. ($1). . . . Real Estate 
Management by H. Robert Mandel (Realty Institute Pub- 
lishers, New York, $2.50) is presented as a reference book 
for everybody concerned with the operation of real property. 
. . . Asecond edition of Introduction td Federal Taxation by 
George T. Altman is published by Commerce Clearing 
House, Inc., Chicago and New York. ($2). It reflects chang- 
ing trends, “both legislative and judicial”, and gives effect 
to the 1938 revenue law. . . . Construction Loan Procedure 
(Society of Residential Appraisers, Chicago, $2) is intended 
as a guidebook in lending money for the construction of 
one-family homes. . . . Reviewers Charts Corporation, 
New York, has prepared its 1938 chart booklet covering 
150 casualty and insurance companies. ($5.) 
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PROPERTIES thers way 


WHEN MODERNIZED WITH PITTCO FRONTS! 


EEPING properties on the profit 

side of the ledger is a job at which 
Pittco Fronts are particularly success- 
ful. Pittco Fronts business- 
builders. They can bring a bigger 
volume of trade to the retail store— 
make possible increased rents and 
revenues for their owners. 

If there is room for improvement 
in any of the store properties in 
which your bank is interested, con- 
sider the advantages that Pittco mod- 
ernization holds for them — an im- 
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VACANT BANK B 


ECOMES PAYING 


ntile building in Chester, Pa. 


R P E R T ¥. This modern 


was once the quarters © 


was a whi 
Then, in 1935, the original 


1 All of the store 


And within the year, 


three stor 
img--* bring’ 
owns them. 


proved, modern appearance; ease of 
cleaning and consequent reduction 
of maintenance costs; the ability to 
keep shop space profitably rented; 
and bigger, more consistent revenues 
for years to come. 

The experience of banks through- 
out the country has proved that loans 
made for the purpose of financing 
Pittco remodeling are usually safe, 
profitable investments of the most 


desirable kind. For complete informa- 


tion about Pittco Fronts we invite 


f the Chester National 


were ren 
rents were raise’ 


ave been con nuously occu 1e€ 
tinu cup! 
es h b 


i 3 to 
ing consistent profits 


in 1930, the building became empty t 


st five years- . 
and Pittco Fronts 


d five hundred do! 


since the time of the 
poth their tenants and the bank whic 


you to fill in and mail the coupon 
below. You will receive interesting 
facts, photographs, and figures of 
various types of Pittco Store Front 
installations everywhere. 


Pittsburgh Plate Glass Company, 
2356A Grant Bldg., Pittsburgh, Pa. 

Please send me, without obligation, your new 
book entitled “Producing Bigger Profits with 
Pittco Store Fronts.” 


Name... 


| 
| 
| 
| 
| 
| Street... | 


PITTSBURGH PLATE GLASS COMPANY 
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METHODS and IDEAS 


Publicity Check 
EADERS of this column may recall 
R an item (June issue) describing 
the Warren (Pa.) National Bank’s 
unusual check design which replaced 
conventional line rules with small type 
copy highlighting points of community 
interest. We ventured a guess that we 
might one day see checks extensively 
used as an ad medium. And verily— 
mountains, seashore, falls and spa adorn 
new checks to boom beauties of the Em- 
pire State. This innovation sets a uni- 
form check design for all New York 
State departments, eliminating a score 
of former sizes and colors, and, so far as 
is known, marks the first use of bank 
drafts for publicity purposes by any 
state. When the change-over is com- 
pleted this month, the new checks, illus- 
trated on both sides, will carry a “plug” 
for the state’s recreational attractions 
to some two and a half million recipients 
yearly. Three Albany banks—principal 
state depositories—helped promote the 
idea. 


Mechanical Teller 


ALTHOUGH THE TYPICAL NEW YORKER 
is said to be more mechanics-conscious 
than most folks, living as he does by 


Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


pressing buttons, pulling levers and in- 
serting coins in slots, the term “auto- 
matic day and night depository service” 
somehow lacks the personal element so 
long associated with bank service. The 
workaday depositor may like the idea 
well enough once he tries it, but the 
point is to break down that first re- 
sistance with a little merchandising. 
The East River Savings Bank (New 
York City) does it effectively with a 
little leaflet which portrays the de- 
pository as a humanized robot, with 
somewhat fantastic face and arms, and 
dubs it “The Mechanical Teller”. The 
inside page gives an actual photograph 
of the depository with direction arrows 
pointing to and explaining the three 
simple steps of making a deposit—day 
or night. Copy plays up service features 
and nets new activity. 


Balance Builder 


THE FARMERS AND CITIZENS BANK 
OF LANCASTER (Ohio) reports wide local 


BANK DRAMA 


At a Rotary Club luncheon in Ft. Worth, a two-act play, “*4 Day in the Life of a 


Trust Officer, or Where There’s a Will There’s a Way, ” 


was presented by the Ft. 


Worth National Bank. It was written by Reed Sass, Manager, Business Develop- 
ment Department, and the parts were taken by members of the bank’s staff 
(below) 


interest in its newly copyrighted service 
“Reserve Checking Account”, a scheme 
combining a savings and checking ac- 
count. The basic idea is to get the 
customer to analyze his deposits by 
separating them in two parts: one for 
current expenses, and the other, a reserve 
account for expenses which occur at rare 
intervals, such as taxes, mortgage in- 
terest, insurance premiums, etc. The 
objective is to attract and encourage 
reserve deposits in the checking account 
to build a profitable balance for the 
bank and decrease or eliminate the 
metered service charge for the de- 
positor. 

The plan operates rather simply by 
two divisions of the regular passbook: 
one side of the ledger for official bank 
entries of deposits, and the other for the 
customer’s own record of his intended 
disposition of such deposits for reserve 
or for his current checking balance. For 
example, a $100 deposit will appear as a 
regular entry in the bank’s column, but 
the customer may indicate his intention 
to divide the deposit as a $50 credit to 
reserve and $50 credit to his checking 
balance. As checks are drawn he keeps a 
running balance of reserves and current 
checking funds for his own satisfaction, 
while the bank renders its regular 
monthly statement lumping both funds 
together. 

The plan has no effect on the normal 
routine operations of regular checking 
service, but it does keep the depositor 
mindful of the fact that, according to his 
own plan, a definite part of his checking 
balance is held as a reserve or contin- 
gency fund. It is up to him to abide by 
his budget for his own advantage. The 
bank also encourages a special arrange- 
ment whereby the customer may charge 
his gas, electric, telephone, water bills, 
taxes and installments to his reserve 
checking account. Says J. Keller Kirn, 
vice president: “This plan has recov- 
ered some of the good-will which we 
lost when we adopted service charges 
and is constantly creating new good- 
will.” 


No Parking Problem 


ACCORDING TO REPORTS from some 
sections, bankers are wondering what’s 
going to happen to this traffic problem: 
having a good customer tagged with a 
summons to appear before the morning 
bench for a $1 to $5 fine because “ bank- 
ing business”’ made him violate a park- 
ing ordinance. No, it isn’t exactly 

(CONTINUED ON PAGE 56) 
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THE FOREST 


FOR THE TREES {| 


Many executives are so close to their own 
business . . . so involved in the adminis- 
tration of their own duties ... that the 


complete picture of their enterprise escapes 


them and important factors are overlooked. 


For this reason the George S. May organ- 
ization can be of inestimable value to any 
concern. May engineers, with an imper- 
sonal and unbiased viewpoint. . . trained 
to examine every detail of operation, but 


always with an eye to the good of the 


<A 


CHICAGO 
2600 North Shore Ave 


SEATTLE 
710 Second 


CANADA: 
GFERICES 75 


Avenue 
George S. May, Ltd., 
OTHER 


PRINCIPAL 


i 


whole company... can find many ways 
to reduce costs, increase efficiency, step up 
production and sales, increase earnings, 
and improve the general condition of the 


business in all its phases. 


Perhaps you are so close to your own 
organization that your perspective is lost. 
Consult the nearest George S. May office. 
It will cost you nothing and will undoubted- 


ly prove of great value. 


GEORGE S. MAY COMPANY 


ATLANTA 
134 Peachtree St 


NEW YORK 
122 East 42nd St 


320 Bay St., Toronto 
CITIES 
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IDEAS—Continued 


“cricket”, but law is law. The problem 
may be solved by the architect who will 
some day streamline banking service to 
accommodate both a drive-in and fly- 
down deposit service, but for the present 
the only solution is to make a parking 
lot available. This is the way two banks 
handle it: 

The Fidelity Bank and Trust Com- 
pany of Baton Rouge (Louisiana) pays 
$15 per month for free parking privi- 
leges for customers at an independently 
owned lot a half a block from the bank. 
The attendant gives the customer a 


ticket which when stamped at the bank 
entitles him to one hour free parking; 
overtime is paid for by the customer at a 
nominal rate. 

The Liberty National Bank and 
Trust Company of Louisville (Ken- 
tucky) does a real merchandising job 
on its parking lot service. A recent 
folder illustrates a section of the city 
map boldly emphasizing location of 
main office and branch parking facili- 
ties. The occasional customer also has 
his car check stamped at the bank, but 
there is no time limit. Season passes 
are issued to all customers having suffi- 
cient use for the lot. 


| How LUMBERMENS 


| Saved this 


; of its Compensation Insurance 
5 4() Q Costs for the Last 6 Yea 


Company 


r. 
= 


*Name on request 


@ If you are looking for ways to reduce your overhead 
costs, it will pay you well to find out more about Lumber- 
mens method and the savings it is providing other employers 
on their Compensation insurance. 


An inquiry on your letterhead will bring you more complete 
information about Lumbermens and a copy of a factual 
brochure: ‘“‘How 10 Corporations Reduced Production Losses 
by $133,099.” 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


Division of Kemper Insurance 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Save with Safety in the “World’s Greatest Automobile Mutual’’ 


Men’s Club 

WITH ALL EYEs turned to problems of 
customer and public relations, much at- 
tention is focused on employee morale. 
Benefits of employee clubs have been 
written up theoretically many times, 
but case reports are sparse. So we’ve 
made inquiries on the Fletcher Trust 
Men’s Club (Indianapolis), organized 
some 15 years ago, and have an inter- 
esting summary from Walter S. Green- 
ough, vice-president, which may contain 
a few suggestions. 

The club has sponsored out of its own 
treasury and an occasional small grant 
from the bank, various soft ball and 
bowling leagues, tennis, billiard and 
chess tournaments, etc. It has taken an 
interest in and supported individuals 
who shine in intra-city tennis matches 
and similar prowess. Most important of 
these good will building efforts seems to 
be the bowling league of ten teams 
which roll weekly through the season. 
Games are climaxed with an annual 
spring banquet and an award of 
prizes. 

Educational activities are closely 
linked with the local chapter of A.I.B. 
and members, trained in leadership as 
officers of the club, take an active part 
in promoting many study groups. Also, 
depending on the temper of members 
and officers through the years, the club 
has invited speakers to monthly meet- 
ings covering phases of banking business 
or other educational interest. 

Social activities are many and varied. 
Dinners are held frequently in the city, 
or at country places and occasionally 
joint meetings are held with the Fletcher 
Trust Women’s Club. Dues, rearranged 
recently, are not burdensome to any 
member. Well-appointed club rooms 
within the building are used for official 
gatherings and attract an informal 
lunch-hour gab fest. 

Mr. Greenough concludes: “We feel 
our Men’s Club has contributed greatly 
to the feeling of family solidarity among 
employees on which we place great store 
in the building of uniform courtesy and 
good public relations for our company.” 


School Contacts 


From 50 to 75 PER CENT of high 
school graduates do not continue train- 
ing in college or university. Valuable as 
secondary education may be, it does not 
sufficiently equip students to face the 
practical problems of everyday life. In 
no field is this truer than investment and 
insurance. This view is more or less the 
concensus of the teaching profession, 
but while many words are spent in de- 

(CONTINUED ON PAGE 58) 
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“Oh, me leave those things to the 


PURCHASING AGENT” 


We quite agree that purchasing should be left 
to the purchasing agent. 

But in any line of business, with responsibility, 
should go authority. 

Are you one of those bankers who expect the 
checks, letterheads and other stationery of your 
bank to create a favorable impression on the public 
and yet allow your associates to “bear down” on 
that purchasing agent? Is price, price, price the 
only standard by which his work is 
gauged? Is he supposed to be nothing 
more than an automaton who picks the 


lowest bid? If so, he’s not getting a chance to 
do his more important work. He isn’t a purchas- 
ing agent — he’s merely an electric eye. 

Inferior stationery may cause the loss of cus- 
tomer respect and public good will; inferior 
checks invite forgery, alteration, and damage 
suits. Only when you allow your purchasing 
agent to use discretion as to the sources from 
which he buys your stationery — insisting at all 

times upon reasonable prices—can he 
obtain the quality and service necessary 


to build up public good will. 


Published originally in “‘Banking”’ for May 1936, this advertise- 
ment is repeated because of its special timeliness in connec- 
tion with the A.B.A. booklet, ‘“‘Purchasing of Bank Supplies.”’ 


THE INSTITUTE OF BANK STATIONERS 


120 Wall Street, New York 
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IDEAS— Continued 


bating the issue, action is left for a few 
to pioneer. 

Out in Council Bluffs (Iowa) we find 
a good example. There the City Na- 
tional Bank has helped prepare a course 
on this subject which, along with others, 
is given each year in open forum lectures 
to the graduating class of the Thomas 
Jefferson High School. Roughly here is 
the report: 120 adults (6 groups of 20) 
planned a post-graduate course of six 
major topics: investment and insurance, 
consumer education, international rela- 
tions, safety, home making and voca- 


tions, each divided into 15 subtopics, all 
receiving one hour lecture and study. 
Leaders represent the business and pro- 
fessional men and women of the city. 
Each year since 1934 they have met in 
small groups and revised the outline 
where advisable. Leaders talk on sub- 
jects assigned for 30 minutes; then 
students ask questions for the remainder 
of the hour. Students take notes. No 
tests and no grades are given. 

Quoting from a letter addressed to 
Robert W. Turner, president of the City 
National Bank by Ray Myers, princi- 
pal: “The information brought to our 
students has been very valuable. The 


WHICH WILL YIELD MOST 
AT GIVEN LEVELS OF INCOME— 


Taxable Bonds? Partially Exempt Bonds? 
Wholly Exempt Bonds? 


The rising tide of taxes—the probability of further increases— 
makes necessary a more careful study of the relative net yields of 


various available types of securities at any given level of income. 
The folder illustrated above gives the answer to this impor- 


tant question—quickly and conveniently. 

It shows the net yield—after taxes—of 1% to 5% % taxable 
securities, at all levels of income; also the equivalents in in- 
come wholly or partially exempt from Federal Income Taxa- 


tion. A copy will be sent upon request—without obligation. 


Write for Folder KC-108 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street 


* NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 


15 hours spent in lecture and open forum 
has been highly worth while from the 
school people’s viewpoint. I believe also 
that you have developed a greater ap- 
preciation of the service rendered a 
community by its bank.” 


Tie-in 
EFFECTIVENESS OF ADVERTISING DE- 
PENDS in part on the ingenuity of tie-in 
of various media. Some may be elabo- 
rate, some simple. All lend force. Take, 
for example, two widely diversified 
media common to most bank ad 


budgets—billboards and blotters. Many 
fetching ideas have been pasted along 


. the highways and affixed to the enam- 
| eled side of porous blotting paper, but 


rarely does our mailbag contain speci- 
men tie-ins of the two. A late exception 


| from the Puget Sound National Bank 
| of Tacoma (Washington) shows two 


blotter styles with billboards to match 


| in layout, copy and color, the latter 
| being changed monthly as new blotters 


are issued or distributed with monthly 


| mailings. 


Effective and easily done, yes. For 


| on the highway billboards may absorb 
| as much interest (if well executed) as 
_ blotters do ink. 


Realistic Art 


THe “BATTLE OF BUNKER HILL”, 
now on permanent display on the vault 
floor (head office) of the First National 
Bank of Boston, is a realistic panorama 
of the breastworks of Breed’s Hill late 
in the afternoon of June 17, 1775. The 
model, six by three feet, contains more 
than 100 figures in the exact costumes 
of the period, all in position and graded 
in size to meet the laws of perspective. 
Each figure is complete in itself—tife- 
like, carefully modeled and colored. The 
ground is made over a screen frame- 
work from a composition of glue and 
whiting. Rocks, fenceposts and trees are 
made of the same material. Color effects 
of the ground are obtained by dusting on 
dry color. Guns and other implements 
are of cast solder or wood. The grass is 
real, having been grown and chemically 
treated to preserve it; then colored to 
give proper effect under artificial light. 
Withal, it preserves the mood and ten- 
sion of that memorable day with his- 
torical accuracy. Thousands of visitors 
have viewed this model and received a 
highly entertaining booklet recounting 
a vivid story of the battle. It is as if the 
model captures the pitch of battle for 
posterity. Behind all this is a long and 


| interesting story of how Theodore B. 
| Pitman and the late Prof. Guernsey of 


the Peabody Museum at Harvard 


| worked out a new technique of model 
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craftsmanship. They began with a little 
natural history habitat and gradually 
developed a unique process. The bank 
model is one of the most artistic things 
of its kind achieved in this type of 
modeling art. 


By Mail 

A NEW, SIMPLIFIED METHOD of bank- 
ing by mail recently developed by the 
junior officers of the United States Na- 
tional Bank of Portland (Oregon) is at 
present being merchandised by the 
bank with an intensive 30-day cam- 
paign of newsads, folders and spot 
broadcasting. The plan centers on a 
special deposit-receipt envelope which 
serves also as a container for deposits. 
The envelope, somewhat smaller than 
the standard No. 6, is self-addressed to 
the bank. The back is a ruled deposit slip 
form and the full-sized flap contains a 
receipt form. A perforated gum border 
along the square edge of the flap makes 
it convenient to open. The depositor 
fills out the deposit blank, encloses his 
funds, seals and mails to the bank. The 
bank checks and credits the deposit 
and mails the flap receipt together with 
another deposit envelope; thus the de- 
positor is ready for his next transaction. 
Ad coupons have pulled a large number 
of inquiries, and already thousands of 
deposits are reported by the bank as 
using this new convenient form. 


As You Like It 


THE Miners NATIONAL BANK OF 
POTTSVILLE (Pa.) in adopting the serv- 
ice charge schedule of the local clearing 
house association branches out with a 
real job of selling through generous 
space newsads. In the bank’s opinion, 
this schedule compares favorably with 
the present pay-as-you-go systems, and 
for want of a better coined name the 
bank calls it ‘Bank As You Like”’. It 
seems that the service charge is re- 
ported in some sections as stirring ill 
feeling among a certain class of de- 
positor. But when a fair schedule is 
} adopted by several neighbor banksand is 
publicized and merchandised properly, 
the disgruntled depositor can do naught 
but feel kindly when he is invited to 
“bank ashelikes””—althoughit may cost 
him so much if he wants too much. That, 
he may easily see, is fair and equitable. 


Industrial Boost 


THe Irvincton NATIONAL BANK 
(New Jersey) announces a new ad series 
entitled “Know Irvington Industry”, 
which will run for the next several 
months. Each weekly ad will carry a 
thumb-nail sketch of some local indus- 
try, presenting an interesting story of 
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its operation and the part it plays in 
local economic life through payrolls, 
taxes, etc. The bank seeks to create 
good will among owners, stockholders 
and employees, but will not limit the 
series to its own depositors. The pro- 
gram will afford an opportunity to be- 
come better acquainted with the man- 
agement of home industries through 
interviews with executives and visits to 
their plants, which will be necessary in 
the gathering of information and facts 
for the series. Reprints will be mailed 
weekly to all concerns and any others 
who may express interest. Because of 
the informative and educational value 


of the campaign, the bank may later 
bind the reprints in booklet form for 
school, library or chamber of commerce 
use. The publicity value of this circula- 
tion is obvious. Of course, the idea of 
such a program is not new; but there is 
an impression that campaigning of this 
type requires large space and elaborate 
illustrations. The Irvington series gets 
around all this effectively in small space 
by simply using firm trademarks as 
illustrations. 


Plan for Dormants 


SOMETHING NEw in sales and good will 
promotion took place early last month 


Investment Bonds 


Our Bond Department buys for its 
own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 


and immediate contact with princi- 
pal cities makes this bond service 
particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and quotation sheets will 
be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO - 


The First National 
Bank of Chicago 
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ces your check 
| Ceara name 
defrosttors know 
and respect? 


jin the Boston area. A contest called 
“Texaco Treasure Hunt” by Texas 
Company was given its first test of 
public reaction through an intensive 
‘newsad, radio and dealer campaign. 
Basis of the idea is “treasure hunting” 
‘for dormant bank accounts. Large bi- 
'weekly bulletins are shown by all our 
Texaco dealers and these give detailed 
information with a listing of dormant 
accounts. The plan proposes to help 
customers discover if and where there 
are any dormant accounts to which 


‘ they may be entitled. The millions held 


in these accounts will be the rewards to 
customers who trace them and prove 
their claim. The public is not required 
to pay any money, solve puzzles or en- 


=, ter contests, or for that matter buy 
Texaco. The plan is expected to render a 


valuable service to banks in helping 


_ locate accounts, and to the public who 


How your bank ean profit from the 
prestige of the best known name in paper 


OU could do your banking over a pine 
But it’s good business to 
make your bank impressive in appearance. 
You can print your checks on unknown 
paper. But isn’t it good business to fur- 
nish depositors checks on paper they 
know and respect? 

That’s why it pays to have your checks 
printed on Hammermill Safety. You link 
the prestige of your bank with the pres- 
tige of the best known name in paper. 
That’s an advantage which only Hammer- 
mill can give you . . . the prestige of a 
national reputation. Your depositors know 
the Hammermill name. They use Hammer- 
mill papers. They respect Hammermill 
quality. And they will respect your judg- 
ment when they see the Hammermill Safety 
surface mark* on the checks you supply. 


Again, your customers will appreciate 
Hammermill Safety because its distinc- 


* 


"SAFETY 


NDE BY THE MAKERS OF HAMMERMILL BOND 


tive chainline design gives their checks an 
air of importance . . . because it takes pen 
writing easily without feathering or scratch- 
ing . . . because it gives true protection by 
revealing immediately any chemical or 
mechanical alteration. 

You will appreciate Hammermill Safety 
because it stands abuse in handling . . . 
because it folds without splitting or crack- 
ing... because it does not cut through on 
typewriter or checkwriting machine . 
because it is low in cost and promptly 
available in colors, sizes and backgrounds 
for every check requirement. 


Mail coupon for the sample book of 
Hammermill Safety and a useful portfolio 
of specimen checks in bank and com- 
mercial styles. 

*Hammermill also produces safety papers with spe- 


cial trademarks or designs in the surface patterns for 
banks and other commercial users. 


Hammermill Paper Company 
Erie, Pa. 


Please send the sample book of Hammer- 
mill Safety and Portfolio of Specimen 
Checks. 


(Pleaseattach to your businessletterhead) 


may profit by these forgotten millions. 
Banks along the line are interested in 
the progress and public acceptance of 
the plan, for if it proves successful 
Texaco will expand it to national scale 
through dealers. 


Displays Unique 

| ‘THAT WINDOW DRESSING and display 
‘design i is today a highly specialized art 
we have no doubt, but still the simple 
tricks of the neighborhood candy store 
which first pulled the public’s nose to 
the window pane, have not lost effec- 
tiveness. One often worked with jelly- 
beans was tried out at the conclusion of 
an industrial lobby exhibit at the East 
Hampton Branch of the Hartford- 
Connecticut Trust Company. There 
amid products of the Gong Bell Manu- 
facturing Company and the Bebin & 
Wilcox Line Company stood a large 
glass jar filled with bells of many sizes 
and varieties. Each visitor was given a 
guess as to the total number in the jar 
and the nearest correct was awarded a 
$5 prize. Simple, but it attracted the 
crowds. 

And another report comes from the 
Florida National Bank where president 
George J. Avent received a petrified 
ham in his mailbag one morning. The 
/ham was found in an old lime sink in 
Leon County, probably hidden there 
many years ago by a slave, now repose$ 
on display in the bank’s Forsyth 


:| window. The public is curious, indeed. 


Summer Holiday? 


REPORTS INDICATE that the July and 
August five-day week which the Spring 
\legislature approved for New Jersey 
banks, and which was observed by 9% 
| per cent of the state’s total, may spread 
(CONTINUED ON PAGE 62) 
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PRESERVING 
FINANCIAL 
STABILITY 


Security of Investment or Loan Collateral— and 
Profit Earnings are the Banking World's prime 
interests in business. Whether it be in weighing 
investment merits or the soundness of a credit risk, 
the banker looks for safeguards which give assur- 
ance of the longview financial stability of the 
organization. He expects business to be protected 
against the many risks of accidental loss to which 


isplay § it is constantly exposed. 
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Progressive management is meeting this im- 
portant responsibility through Adequate Insurance 
which is recognized as the safest, soundest and most 
economical method of providing protection for the 
resources of a business —as well as reimbursement 
for the possible disruption of its earning capacity. 


The Commercial Union Group is one of the 
world’s foremost Capital Stock insurance organiza- 
tions writing practically all kinds of insurance ex- 
cept Life. Its financial strength, integrity and sound 
management—its widespread system of expert Local 
Representatives and world facilities recommend its 
member companies strongly to business executives 
seeking secure protection. 
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OCEAN ACCIDENT & GUARANTEE CORPORATION 
GHEe BRITISH GENERAL INSURANCE COMPANY, LTD 


COMMERCIAL UNION ASSURANCE COMPANY, LTD. 
«AMERICAN CENTRAL INSURANCE COMPANY 


uly and COLUMBIA CASUALTY COMPANY UNION ASSURANCE SOCIETY. LIMITED 
y ce CHE PALATINE INSURANCE COMPANY LTD. Gite COMMERCIAL UNION FIRE INSURANCE COMPANY 
Spring CHE CALIFORNIA INSURANCE COMPANY 


NEW YORK CHICAGO ATLANTA SAN FRANCISCO 
(STOCK COMPANIES) 


HEAD OFFICE - ONE PARK AVENUE, NEW YORH, N. Y. 
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PAYS PARTICIPATING 


POLICYHOLOERS 25% - - 


IT HAS HAPPENED EVERY YEAR 


Getting back one premium dollar out of every 
four has meant more than money saved—impor- 
tant as that is. Earnings indicate much the same 
in our business as they do in yours. In IRM they 
reflect low sales costs . . . reduced loss ratios, 
made possible by the selection, improvement, 
and supervision of risks... successful operation 
of the investment portfolio . . . in short, manage- 
ment of the soundest kind on the part of the 
fifteen IRM companies. 

To you, a buyer of fire insurance, we should 
like to submit a basis for your detailed analysis 
of the high quality indemnity which has resulted 
from this management . . . a booklet summariz- 
ing the facts and figures of the fifteen conserva- 
tive companies which constitute IRM. 

Only when you are convinced on strength and 
soundness shall we expect to hear that you want 
to learn exactly what economy an IRM partici- 
pating policy will afford you. For the booklet, 


address... 


IMPROVED Risk MUTUALS 


60 JOHN STREET, NEW YORK 


A nation-wide organization of old established, 

standard reserve companies writing the follow- 

ing types of insurance: Fire e Sprinkler Leakage 

e Use and Occupancy e Tornado and Windstorm 

« Earthquake « Rents e« Commissions and 

Profits « Riot and Civil Commotion « Inland 
Marine 


IDEAS—Continued 


next year to Massachusetts. Legislators 
there are said to be planning an inquiry 
into public reaction on the plan, the 
idea being that the Bay State, like 
New Jersey, boasts of a tremendous 


| shore and mountain resort business and 
| it is thought that it may thrive more 


heartily on a five-day week for banks. 


Amortization Plan 
REALIZING THAT THE PROBLEM of re- 


| selling mortgages on an amortized pro- 


gram is not only a vexatious, but serious 
problem for some banks we set forth 
here an experience story which may 
hold a suggestion or two. 

During the latter part of November 
1936, the Home Savings Bank of White 
Plains (New York) notified all 6 per 
cent mortgagors of their plan to grant 
a 5% per cent interest rate to all who 


| would amortize 1 per cent of the prin- 


cipal amount quarterly, and a 5 per cent 
rate to those amortizing 2 per cent of 
the principal sum quarterly. At the same 
time 5 per cent mortgagors were notified 
that their interest rate would be in- 
creased back to the original 6 per cent 
unless they are willing to amortize on 
the same basis. 

The original plan was made with the 
understanding that the bank would al- 
low mortgagors to amortize smaller 
amounts at a future date. Since then, 
the bank has worked up several inter- 
esting forms to merchandise and sell the 
advantages of the program. No. 1, a cir- 


| cular, outlines four plans of amortiza- 


tion showing the amounts required to 
clear a mortgage on a per thousand 
basis payable quarterly or monthly for 
any period up to 25 years. No. 2, a 
circular, “Figure It Out For Yourself,” 
was sent with the next interest notice 
showing the small additional amounts 
required to gain the 5 per cent rate. No. 
3, a special letter, sent with the follow- 


_ ing notice enlarging further on the ad- 
| vantages of gaining the lower rate on a 


25 year plan. No. 4, a circular, contains 


| comparative tables of the 6 per cent and 


5 per cent mortgage plans, emphasizing 
the savings on the new basis. 
To date about 50 per cent of the 


| bank’s original mortgages are now on a 
_ regular amortization basis. 


TRANSFERS REMITTANCE LETTER 
/ BINDERS, $2.50 per 25 
Drawer and non-drawet 
file boxes and binders in 
24 any size or quantity. 
SOXES. Be kind to your expense account.’ 


30¢ For complete list, write direct to 


| Cc. F. KAPPES, 61 S. 15th St., Pittsburgh, Pa. 
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“5 The Chase now enjoys relationships with thousands 
urself,” 
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service is a traditional policy of the Chase 


banking needs of out-of-town institutions has been a 


of important banks throughout the United States, 


Many banks find that by utilizing Chase facilities 
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Are You 
an Expert? 


EARLY everybody is an expert on 
something. Maybe it’s stamps or candid 
Cameras; maybe it’s mining, tobacco or 
banking methods. 


But it takes years of study and experi- 
ence to know one subject reasonably well 
—and that goes double for insurance. 


The experienced agent sees risks you'd 
never think of —and insurance economies 
you'd never guess. When a claim occurs, 
he is your expert representative. 


Insurance that minimizes the agent’s 
function may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 


Why not let an experienced agent or 
broker take a look at your business from 
an insurance point of view? Like a check- 
up by your family doctor, it can do no 
harm—may save your business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


Insuring the 
Wheat Crop 


ROP insurance for wheat begins 
with the harvest of 1939 and is 
intended to cover all natural hazards. 
It does not cover loss from theft nor 
malfeasance of the insured, members of 
his household, tenants, sharecropper or 
wage hands. 

Application for insurance is accepted 
only on farms where soil conservation 
and other good farming practices are 
followed. Coverage is limited to 75 per 
cent or 50 per cent of the farm’s average 
yields, depending on which coverage 
appears most practical considering pre- 
mium costs. Limiting the insurance to a 
percentage yield leaves an incentive for 
good farming. 

Insurance costs vary with the risk 
record of farms. In the best wheat areas 
it may approximate one-half bushel per 
acre, on good wheat land from one to one 
and a half bushels per acre, and in the 
high risk areas it may range from two 
to two and three-fourths bushels. Min- 
imum rates are three-tenths of a bushel 
for 50 per cent coverage, and five-tenths 
of a bushel for 75 per cent coverage. 

In high risk areas premiums per 
seeded acre may run as high as 30 per 
cent of average yields. In dry farming 
and surrounding areas of the Great 
Plains, they may range around 10 to 20 
per cent. In most sections outside the 
Great Plains, premiums are estimated 
to be less than 10 per cent. Attempts are 
being made to figure the coverage so 
that over a period of years each farm 
will pay for its own insurance. In sub- 
marginal areas, the cost of insurance 
may be so high as to be prohibitive. 

Premiums must be paid in advance. 
The date for payment is set early enough 
to avoid prior damage to the crop. Pro- 
tection ceases when the crop is threshed, 
except under certain conditions for 
sacked wheat. 

Premium policies are assignable as 
collateral to enable the farmer to obtain 
funds to pay his premium, or to properly 
care for or harvest his insured crop. 

Insurance premiums and reserves are 
both in actual wheat. This provides 
yields but not price insurance. Conse- 
quently price pegging is not involved. 
The size of the reserve depends on the 
number of farmers who purchase insur- 
ance, and the time intervening before 
crop failures or heavy losses occur. 

The crop insurance law provides that 
the supplies of wheat accumulated as 

(CONTINUED ON PAGE 66) 
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U. S. Government 


Securities 


We maintain active trading 
markets at net prices in all 
United States Government 
direct and guaranteed obli- 


gations. 


We shall be pleased to have 
you consult us regarding your 
Government portfolio prob- 


lems. 


Guaranty Trust Company 
of New York 


I40 BROADWAY 


FIFTH AVE. AT 44TH ST. MADISON AVE. AT 60TH ST. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
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premiums can only be reduced to pay 
crop losses. They may be sold to pre- 
vent deterioration, or to make adjust- 


| ments as to storage facilities. In both 


instances the funds received must im- 
mediately be reinvested in stored wheat. 
The responsibility for local operation 


| rests with state and county commit- 


tees. County details are delegated to 


| the county agricultural conservation 
| committee upon which devolves the 


task of writing insurance, adjusting 
losses, and all local administrative 
details. 

This year the applications for insur- 
ance were accepted beginning in July. 
To avoid speculation, the plan is not to 
accept applications after the wheat is 
planted. 

The premium per acre in bushels, 
paid by the farmer, is the average crop 
loss experience on his farm and that of 
the county. The farmer with a heavy 
crop loss record pays a higher premium 
than one with a good record. 


FAILURES CUSHIONED 


WHEN disaster such as drought, plant 
disease or insects overtake the crops of 
the farmer, the banker is one of the first 
to note the discouraging effects on busi- 
ness. Repeated crop failures threaten 
the farmer’s credit and may turn ample 
margins of security into doubtful col- 
lateral. If crop insurance will remove 
the troublesome factor of possible crop 
failure, credit possibilities for both the 
farmer and the banker will be strength- 
ened and broadened. The wheat farmer 
can offer his crop as collateral with a 
guarantee of at least one-half to three- 
fourths of average yield. In the event of 
crop failure the chances are that the 
wheat he receives as insurance will be 
worth more per bushel and thus increase 
the margin of safety still further. This 
ought to prevent the exhaustion of 
credit and remove the need of public 
relief. 

The entire community will feel the 
beneficial effect of a successful crop in- 
surance program. There will be less 
tendency to excessive credit and extrav- 
agant purchases in good years followed 
by distressing curtailment, disrupted 
trade, and possible foreclosures in years 
of poor or complete failure of crops. 
There ought to be fewer financial bumps 
and more safe and mutually helpful re- 
lationships between farmers, bankers 
and the business men of the towns and 
cities. 

Dan H. Oris 
Director, Agricultural Commission, 
American Bankers Association 
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Capital Credit Banks 


pay 


pre- 

just- bes memorandum of suggestions to 
both the so-called monopoly committee, 
_im- prepared by A. A. Berle, Jr., contains 
neat, comment of particular interest to bank- 
ition ers, notably author’s views of capital 
mit- credit banks and a capital reserve sys- 
d to tem, and on short and long term credit. 
ition Mr. Berle has been prominent as an 


the 
sting § 
ative 


administration adviser. 

Noting that “small industry does not 
have the same access to the capital 
market as does large industry,” Mr. 
Berle says: 

“A small step in the right direction 
was made by the change of the rules of 
the Comptroller of Currency with refer- 
ence to bank loans and investments; but 
this is too limited a step to have general 
effect. 

“ A real system of capital credit banks 
is plainly indicated; a system which 
would have to be backed by a capital 
reserve bank (presumably, a division 
of the Federal Reserve bank) able to 
create credit, and to join in contracting 
it when necessary. This calls for a sepa- 
rate study. 

“Until this is done it is a mere waste 
of time to grouse about ‘Wall Street.’ 
The Wall Street banking system is 
doing exactly what one would expect 
it to do — no less and no more. If any- 
thing real is to be accomplished along 
this line, the foundation has to be laid 
for a capital credit system that really 
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urmer Mr. Berle’s memorandum, prepared 
ith a @ privately at the request of two mem- 
three- § bers of the Temporary National Eco- 


ent of 
t the 
rill be 
srease 
This 
on of 
public 


gate business organization and prac- 
tices, was at first held confidential; 
later, however, it was made public by 


committee. Its comments on credit, 
which precede, actually, the above 
excerpt, are as follows: 

el the 
op in- 
e less 
xtrav- 
lowed 


short term credit in each of the indus- 
tries investigated. It would be found 


nomic Committee which is to investi- | 


Senator O’Mahoney, chairman of the | 


“Short Term Credit. There should be | 
an investigation of the way the commer- 
cial banking system works in extending 


after, but certain discriminations will 
readily appear. 

“More importantly, it will appear 
that the larger the corporation, the less 
it relies on short term credit machinery, 
at least directly; though it frequently 
does so indirectly by pushing the burden 
of carrying inventory onto its agents or 
selling outlets. One by-product of this 
will be a substantial revision of the 
classic theory that short term credit is 


created against the creation of goods, 


i.e., that production of goods involved 
expansion of deposits. This would be 
true under small scale industry, when 
practically every producing unit went 
to the banks to expand production or 
stock. Today, I am inclined to think 
that short term credit has, in large 
measure, ceased to be an agency of pro- 
duction and has become an agency of 
distribution. An instance is one im- 
portant sub-division, financing of in- 
stallment buying, by which industry, 


Antidote 


THE simple emergency antidote for bichloride poisoning is raw eggs 


and milk. 


that certain companies have access to | 
short term credit, others do not. What | 
determines this? In part it is the rela- | 
tionship of management to the banks. | 
In part it is the assets and size of the 
company. In part it is the success of | 
the company. I am prepared to think 
that there is probably less discrimina- 
tion in terms of size down to a certain | 
point in the short term credit field than 
in the long term credit field noted here- 
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And there’s a simple, ever-ready antidote, too, for financial loss due to 
burglary, robbery, forgery, embezzlement, and allied hazards, namely: 
insurance with Standard Accident of Detroit. 


Our local representative, one of 9000, has an intimate knowledge of the 
Casualty Insurance and Bonding problems of financial institutions. 


mn, 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 


October 1938 


KING 


instead of borrowing money itself, in- 
duces the purchaser to borrow money 
for it. 

“Another sub-division must be the 
improvement in the credit status by the 
mere process of becoming large scale 
industry with access to the stock mar- 
ket. The small concern having tangible 
assets, if it wishes to borrow, must be 
limited more or less to those tangible 
assets, especially inventory and stock 
in trade. A large concern, able to create 
large subsidiaries and to float the stock 
of those subsidiaries on the exchange, 
can borrow against fixed or capital as- 
sets represented by the stock of its 


subsidiaries. Further, the amount of 
credit it can command will be measured, 
not by asset value, but by the value 
of its securities. For instance, the South- 
ern Pacific Railroad can command 
credit by pledging the stock of the 
Pacific Fruit Express. My distinct im- 
pression is that it can borrow a great 
deal more on the stock of the Pacific 
Fruit Express than it could if it en- 
deavored to give its interest in the 
refrigerator cars as security.” 

Under the heading Long Term Credit- 
Capital, Mr. Berle wrote: 

“Tt is obvious, though not com- 
monly noted, that in any given industry 


Manufacturers Make More 
“Commercial Loans” 
Than Bankers 


Few bankers lend money for 30, 60, or 90 days without 


security. 


Your commercial customers do it every day. 


Their receivables, money due for sales made, are simply 
a large aggregation of unsecured “commercial loans”— 
unless these accounts are covered by Credit Insurance. 


Bankers need not hesitate to make commercial loans 


to Manufacturers and Jobbers on insured receivables— 
need not weigh the merits of each individual account— 
need not concern themselves about possible credit losses. 
Protection for the bank may be written into the American 
Credit Insurance policy, if desired. 


Many large banks indicate their position on Credit In- 
surance, by including in their financial statement blank 
the question: ‘‘Do you carry Credit Insurance?” 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


A New Book for Bankers Who 


(Z Make Commercial Loans. . . 


Analyses of commercial loans from the 
banker’s standpoint, facts, figures, and case 
histories of credit losses are features of our 
new book: ‘An Exposition of Credit Insur- 
ance with Relation to Commercial Banking.” 
Write for a free copy. 

Copyright 1938, American Credit Indemnity Co. of N.Y. 


the large scale unit has a huge preferen- 
tial position in the matter of raising 
capital. My belief is that this preferen- 
tial is the greatest single factor in en- 
couraging large scale as against small 
scale industry. Specifically it would be 
found that there is almost no machinery 
by which any concern can enter the 
capital markets on decent terms to 
obtain capital of less than, say, $3,- 
000,000: and that ability to obtain that 
capital increases steadily and the cost 
diminishes as the size . . . increases. 
“ Again it is important to notice what 
happens when a concern graduates from 
the class of being a ‘private’ or ‘family’ 
enterprise and becomes a publicly fi- 
nanced stock exchange affair. Directly 
its securities and particularly its stock 
gain admission to an exchange, there is 


| a change in valuation. Physical assets 


are immobile as a basis for credit, save 
for a limited extent on first mortgage. 
The valuation placed on these assets is 
not very far from a conservative physi- 
cal valuation. But the stock represent- 
ing those same assets, when listed on 
the exchange, will sell on an entirely 
different basis; the aggregate value of 
such stock is not infrequently 6, 8, 10 
or 15 or 20 times even the balance sheet 


| net value. Since additional capital can 


be raised by the flotation of additional 
stock at or somewhere near market 


| value, the result is to give to the large 


concern an ability to raise several times 
the amount of capital on the same 
assets which are available to the indi- 
vidually owned or family owned or 
closed concern. 

“To a less extent this is true of obli- 
gations or bonds issued by the corpora- 
tion. These again are commonly meas- 
ured, not by the underlying assets, but 
by the apparent earnings, which, in- 
deed, must be the real source from 
which the interest and ultimate re- 
payment of the bonds must be expected. 
Naturally, therefore, publicly financed 
concerns have a ready avenue to much 


| more capital and much cheaper capital 
| than any smaller enterprise. 


“A factor must be noted. By the de- 


| vice of authorized or unissued stock 
_ and the existence of a market quotation 
|a publicly financed corporation can 


virtually print its own currency for the 
direct purchase of other plants. The 
United States Steel Corporation pur- 
chased the Columbia plant on the Pa- 
cific Coast in this way. It is a familiar 


| practice to find the expansion of a cor- 


poration accomplished through the di- 
rect exchange of stock through new 
assets. Through the medium of holding 
companies, the same machinery can 
be still more effectively used.” 
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ing . Certainly, step in. 
He'll see you right away.” 


to 
$3,- 
that 
cost 
aS, 

vhat 
rom 
nily’ 
y fi 
tock 
re is 
ssets 
save 
rage. 
ts is 
hysi- 
sent- 
d on 
tirely 
ue of 
8, 10 
sheet 
] can 
tional 
arket 
large 
times 
same 
indi- 
ed or 


+ obli Experienced Bankers welcome visits with you develop for your institution an in- 


rpora- check salesmen who know their business dividual Trade-mark design, incorpo- 
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and safety of checks and other banking If you are not already using safety 


Such salesmen recommend La Monte your Lithographer or Printer to submit 


Safety Papers. They will be glad to help suggestions the next time he calls. 

the de- 
stock La Monte Safety Papers are today specified by leading business institutions 
station from coast to coast, including more than 75% of the nation’s largest banks. 
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Washington, D.C. 

EVERAL facts may be taken as 
assured with respect to Federal 
Taxation. One is that there will be a 
Revenue Act of 1939; another is that it 
will be an historical Act and still an- 
other that it will be unpopular. That an 
increase in taxation is necessary is evi- 
dent not only by reason of the vast in- 
crease in the public debt and the ex- 
penses of Government but also because 
of the need of filling the gap caused by 


a prospective decrease of over $700,- 
000,000 in the estimated revenue for 
the current fiscal year and the reaction 
current business conditions will have 
upon the revenue of the following year 
—this even if it can be assumed that 
business will rapidly recover from the 
current depression. 

The new revenue law also is likely 
to be historic inasmuch as there is every 
indication that it will break away from 
current tax methods and introduce new 


More than 
half a century 


of service 


to correspondent banks 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 


Next Year’s Taxes 


levies. In addition to the fact that all 
increases in taxation are unpopular is 
the added probability that the new 
forms or methods of taxation will bear 
upon many citizens who are now ex- 
empt from income tax levies and will 
increase income tax payments from the 
most numerous classes of the popula- 
tion. Nevertheless analysis of prospec- 
tive revenue from suggested new taxes 
indicates that the bulk of the large in- 
crease in revenue required by the Gov- 
ernment must come from time honored 


| sources and, for the most part, from the 
| very citizens who now bear the over- 


whelmingly greater portion of the tax 
burden. 


TWO PROPOSALS 
WHILE the Federal Treasury and con- 


| gressional committees are engaged in 
| studying new sources of revenue, only 
| two suggestions have so far been put 


forward with any substantial authority. 


| One is the proposal long urged by Sen- 
| ator LaFollette of Wisconsin to lower 


individual income tax exemptions from 


| $2,500 to $2,000 for married persons 


and from $1,000 to $800 for unmarried 


| persons. The second is the proposal of 


the President to remove tax exemptions 
from future salaries of Federal, State 


| and municipal employees and from in- 
| terest on Federal and State securities 


hereafter issued. The first of these pro- 
posals offers a political issue; the second 
a legal issue. The revenue from the 
LaFollette proposal as estimated by the 
Treasury experts would be something 
like $70,700,000 a year. From one view- 
point that is a considerable revenue 


| but when measured by the current totals 


of revenue, expenditures and budget 
deficits of the Government it is not so 
much—say one per cent. Whether Con- 
gress will be willing to face the political 
reaction from such an increase for the 
comparatively small measure of relief 
it would give is somewhat doubtful. 
There is no doubt, however, that the 
proposal will be an outstanding issue 
in the next year’s revenue measure. 
Against political inexpediency will be 
urged two important sociological and 
economic reasons. One is that while 
the increase in revenue will not be great 
it will be substantial and, especially, 
it will be reliable, since it applies to that 
class of the population whose annual in- 
come varies less than that of most other 


| classes. A second reason is that only by 


the imposition of income taxes on a 
(CONTINUED ON PAGE 72) 
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. The backbone of LAWRENCE SYSTEM and the secret of its 
» tax : 4 + successful and safe operation over a period of more than 

’ : twenty-five years is the trained ability of expert warehouse 
examiners. Through them we exercise eternal vigilance over 
every LAWRENCE SYSTEM transaction. 


ond Many of these men are former bank examiners, certified 


z K. A. CAMPBELL public accountants, some are legally trained, but every one J. A. CATION W. T. COLEMAN 
‘din ss iy of them regardless of previous experience has been grad- ; ‘ 
only uated with high honors at the LAWRENCE SYSTEM School 
put which we conduct. 
arity. Their faces will be familiar to hundreds of loan officers 
Sen- = £ af ~ _ in banks throughout the United States. One of the important 
lower duties of this group is to give banks comprehensive reports 
from : 1 on conditions of warehouses and of the banks’ collateral. 

TSONs . 
viel Consider what this extra service means to the banker 


placing funds against LAWRENCE SYSTEM field warehouse 


sal of } : receipts. It is the final link between lender and borrower 
ytions a promoting the smooth, successful handling that typifies 
State J. EDLEFSEN LAWRENCE SYSTEM Loans. 

m i A 4 ’ Whenever you encounter an unusual credit situation or 
irities as can use aid in developing any loan account, do not hesitate 
2 pro- to ask us to drop in on you. Somewhere along the line of 
econd Ve" 7 our 25 years of operation we may have observed the solu- 
tion to similar problems. 
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wider base, embracing more people, 
can the people of the country in general 
be made tax conscious with a view to 
ultimate insistence upon more economy 
in government. Ideal from the stand- 
point of abstract principle in this re- 
spect, this tax consciousness, however, is 
exactly what Congress is likely to fear. 

The office of the Attorney General has 
solved the question of the legality of 
taxing official salaries and the income 
from the obligations of the national and 
state governments and their subdivi- 
sions to its satisfaction, or at least so 


far as to be ready to submit the matter 
to the decision of the Supreme Court. 
It is felt by the Federal law officers that 
the recent trend of Supreme Court 
decisions, notably the decision of the 
Court at its last session with respect to 
taxing the salaries of officers and em- 
ployees of the New York Port Author- 
ity, is in the direction of a more liberal 
interpretation of the Sixteenth Amend- 
ment to the Constitution, which au- 
thorizes the laying of an income tax, 
and against previous decisions of the 
Court on the question of taxing state 
and other securities on the ground that 
the power to tax is in fact the power 


"A LOCAL HABITATION AND A NAME” 


Straight to the Heart! 


Call it gossip if you will, there is nothing quite so 
alive with human interest as local names! 

In featuring local names, the Localnews Daily is 
more than just a reporter and newsgatherer; it is also 
the community’s Guide, Counsellor, and Friend! 

Intimate contacts with the people of the commu- 
nity at births, deaths, weddings, and all its social and 
civic activities give Localnews Dailies the human 
touch to which everybody responds. 

No other medium has such a close personal influ- 
ence in the home. For the Localnews Daily not only 
brings the news everybody most wants to read; it 
speaks straight to the heart! 


“The more names, the more news” 


LOCALNEWS) 


CIRCULATION OVER 20,000,000 


DAILY 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 
national Advertisers through recognized advertising agencies. 


to destroy. There are many authorities 
who still contend that the only satis- 
factory method of settling this issue is 
by constitutional amendment. 
However that may be, the proposal is 
to tax tax-exempt securities hereafter 
issued. That means little or no relief in 
the way of additional income in the near 
future. The taxation of the incomes of 
government employees offers more im- 
mediate relief, although the amount of 
that relief is somewhat problematical. 
There is no longer any doubt that this 
proposition will be energetically pushed, 
probably with success. There is good 
prospect for the enactment of both 


-, proposals. In any event the amount of 


| revenue possible from both these sources 
| will certainly not be enough even to ap- 
| proach the amount necessary to meet 
| the increasing outlays of the Govern- 
ment for its ordinary and necessary 
purposes and gradually retire the tre- 
mendous indebtedness built up in the 
past few years. Additional revenue 
must be had from the sources which al- 
ready supply the bulk of the Govern- 
ment’s income and that, naturally, 
means an increase in present rates on 
moderate incomes as well as the reten- 
tion and in some cases the restoration of 
the miscellaneous “nuisance” taxes and 
similar levies which so often have proved 
a burden upon business. 


DIMINISHING RETURNS 


THERE is no doubt that present rates 
on incomes in the higher brackets have 
already reached the point of diminishing 
returns and are actually lowering the 
income of the Government by discour- 
aging new enterprise and preventing a 
widening of the tax base by stimulating 
and fostering increased business activ- 
ity. It is very doubtful if permanent 
business recovery can be expected until 
there is a complete overhauling of the 
revenue laws with a view to encouraging 
rather than discouraging commerce and 
industry. In the meanwhile the prospect 
is not bright. Satisfactory tax law re- 
vision is unlikely in the face of an 
approaching national election. 

The temptation in the circumstances 
is to tinker with the present system by 
increasing rates, to “soaking the rich”’, 
_and otherwise prolong an inequitable 
and unwise policy. An increase in rev- 
enue is absolutely necessary to worm the 
| Government out of an impossible finan- 
cial situation, but until taxation in 
general and new levies in particular 
bear equitably upon all classes of popu- 
lation and give special consideration 
to the needs of business the results will 
| certainly be disappointing. 
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Efficient. reliable” 


says MR. NEWMAN E. WAIT, President and Treasurer of 


The Adirondack Trust Company, Saratoga Springs, New York 
Mr. Wait makes some enlightening 


comments on the experiences of his 
bank with National machines: 

“Our purchase, during the past 
year, of your Liability-Ledger and 
Transit Machine and your Central- 
Control Block Proof Machine was 
largely influenced by our satisfactory 
experience over a period of years with 
your Savings Department Machine. 
In any event, the selection has been 
amply justified by operating results. 

“This Savings Department Machine, 
which fitted into our system with no 
change of records and only minor 
adjustments in operation, has enabled 
us to handle a 20% increase in window 
activity with the same staff and with- 
out the lobby congestion which peak 
loads formerly occasioned. In addi- 


tion, it has given us a much more —— 


satisfactory record, both for analysis Control 


and for permanent reference. Proof 
“The application of a machine to 

liability-ledger and transit work is, of 

course, common and well understood. 

With us it has resulted in neater 

records, more accurate proof and a Special 

generally more satisfactory system. interest 
e Accounts 

We have been particularly pleased 

with the increased efficiency obtained > 

through the use of your Central- 

Control Block Proof Machine. 
“Our experience with all three ma- 

chines has fully demonstrated their Uaneity- 

efficiency and reliability.” 
If you are interested, call the local 

National representative. A demon- 

stration of these machines 


will quickly convince you NCR 

of their many advantages. : 
The National Cash 
Register Company 


DAYTON, OHIO 
Cash Registers . Accounting Machine Desks 
° Typewriting-Bookkeeping Machines ° 
Posting Machines ° Postage Meter Machines 
° Check-Writing and Signing Machines *¢ 
Analysis Machines ° Correct Posture Chairs 


Bank-Bookkeeping Machines 
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How Some Banks Increase Loans 


a prominence being given to bank 
lending makes particularly timely 
this report of what several representative 
banks, in various sections, have done to 
build up their loan portfolios. 
_ The material was gathered by W. 
Espey Albig, Deputy Manager of the 
American Bankers Association. In going 
over a Collection of condition state- 
ments published this year, Mr. Albig 
noted numerous institutions that had 
established an unusually high ratio of 
loans and discounts to deposits, con- 


trary to the general trend during the 
last few years when bankable credit 
applications have been considerably 
scarcer than Government securities. 
With the purpose of developing infor- 
mation that might be useful to other 
banks, he asked these lenders some 
questions, especially as to means they 
had used to increase business. 

Answers indicated that many banks 
with high loan ratios had made vigorous 
efforts to get business, and also that 
they were using modern channels and 


ave you asked your 


correspondent this question? | 


N CHOOSING A CORRESPONDENT what 
questions do you ask? One should be: 
“Do other banks bank here?” 


It will be of interest to you to know that 
61 per cent of Ohio’s largest banks, those 
with resources of $5,000,000 or more, carry 
accounts at this institution. Likewise we 
serve virtually every type of business and 
industry operating in Ohio. 


We invite your inquiry as to what this 


specialized commercial bank can do to 


assist you in your transit problems. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


“4 


ans™ 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


methods. Thus instalment paper, nota- 
bly FHA loans, was prominently men- 
tioned. Advertising and personal contacts 
were employed by a sizeable proportion 
of the banks in the solicitation of 
business. 

On the other hand, some institutions 
reported that they had made no definite 
attempt to expand their lending service. 
Seasonal and local considerations ac- 
counted for at least part of the showing 
made by some; but many of the replies 
emphasized the value of what may 


; conveniently be called salesmanship. 


GOING AFTER BUSINESS 
“WE believe,” wrote an executive of a 


| New England bank, “that the way to 


keep loans and discounts on the upward 


| trend is to keep aggressively after them, 


and at the same time never overlook 
the old customers. We are trying to 
demonstrate in our territory that banks 


| have money to loan and that we want 


all the good loans we can get and are 
ready to assist any legitimate enterprise 
which qualifies according to our stand- 
ards.” 

An institution in a small mid-western 
city wrote: “We advertise in the local 
paper once each week; it is our policy to 
use material stating our willingness and 


| | desire to make loans in at least two 


of the advertisements each month. We 


_ have also used stuffers in mailing our 
| statements and advices of service 
| charges. We feel that we have been 
| making some progress in our efforts to 
| have people make application to the 


bank for loans. 
“We suggest to dealers and individ- 


| | uals personally that we desire to make 
| good loans and to discount good paper.” 


FHA LOANS 


A SOUTHWESTERN bank said it 
had made no definite effort toward 
increasing its loans and discounts 
through cultivation of its customers. 
However, it has been active in making 
FHA loans since this plan was inaugu- 
rated and has developed “a number of 
customers among the larger life insur- 
ance companies located in different 
sections of the United States who from 
time to time purchase sizeable blocks 
of these loans.” 

“We consider these loans,” added 
this institution’s president, “as far as 
security is concerned comparable to 
the Government bond because they 
have the outright insurance of a govern- 
mental agency; and in addition to hav- 
ing the Government back of them, we 
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also have the home on which the loan is 
made. In case of foreclosure we may 
elect whether we accept the Govern- 
ment debenture or the property.” 

A bank in the central West, reporting 
that it had made a definite drive toward 
increasing its loans, said: 

“We have opened an instalment loan 
department and have financed many 
FHA loans. We feel that we can afford 
to finance FHA loans within the limits 
of this city of 150,000.” 


LIFE INSURANCE LOANS 


THE head of a southern bank, stating 
that he had made a concerted attempt 
to develop loan business, explained in 
some detail: 

“We have solicited loans against cash 
value of life insurance, with the idea of 


encouraging the customers to place it in | 


the bank so that they will have it to 
pay off rather than leave it with the 
insurance company, and in this way not 
have it brought to their attention at 
intervals. We have been fairly successful 
in this. 


e have solici of | 
“We have solicited a number of 


loans on securities, where the loans had 
been carried with brokers, and have 
obtained quite a few of those. 

“Tn addition, we are actively solicit- 
ing personal loans, repayable monthly, 
but this volume is rather small. 

“Our holding company owns an 
automobile finance company, which 


serves as a feeder of retail and wholesale | 


paper for our bank. 


“When the Commodity Credit Cor- | 


poration announced its plan to make 


loans against cotton, we actively solici- | 


of course, is 
Government 


ted this paper. This, 
seasonal and temporary. 


bonds were liquidated to take on this | 


much ($400,000) CCC paper.” 
Another southern banker wrote: 
“We very seldom solicit a loan di- 

rectly, thinking it better to have the 


applicant come to us and ask for the | 


loan; but sometimes, where the name or 
the security is Al, we do vary from this 
rule. 


“We advertise in the local papers | 


some, billboards moderately, and cards 
in the busses within the city—the last 
two media, of course, for personal loans, 
two and three name paper. The rest of 
our advertising is done by word of 
mouth, through our customers and the 
personnel of the bank.” 


LENDING AT HOME 


SAID a banker in a North Central city: 

“At the present time when market 
values of most securities have greatly 
depreciated, we find local loans have 
proved to be a very satisfactory outlet 
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for our surplus funds. In fact, we have 
had practically no losses whatsoever on 
local loans since 1930. 

“Our institution was one of the 
pioneers in fostering automobile instal- 
ment financing in the state and our 
experience has been satisfactory. 

“We have for the past 12 years 
aggressively advertised instalment loans 
of all kinds, particularly on automo- 
biles, cream separators, washing ma- 
chines and radios. We also advertised 
and went after Title I FHA loans, and 
are doing so at the present time. We 
find vigorous advertising and personal 
solicitation of great help in securing 


local loans that have proved to be a 
very profitable investment.” 

A bank in the Far West, reporting a 
wide variety and substantial volume 
of loans, said it had given a good deal of 
attention to maintaining a large line of 
credit. It has made a substantial number 
of loans against life insurance policies, 
and always has a good volume of 
amortized loans on local homes. These 
have been increased under Titles I and 
Il. 

“We have cultivated the automobile 
and truck loans,” said this bank. “‘ And 
at this season of the year (mid-Summer) 


of course we will have a nye amount of 


It z¢s 


How does an outstanding his- 
tory of 144 years sound? That 
is what this grand old com 


You Kant— 


pany boasts. It has come unscathed through very nearly a 


century and a half of 


trial by fire. 


flagrations, a score of financial panics or near-panics, five 
wars, innumerable problems of local or national importance 


—all have come and gone and left this second oldest Ameri- 


can fire insurance company in an ever-strengthened posi- 


tion. It is a background of which its local agents are justly 


proud. It is with confidence and a knowledge of welcome 


from the buying public that they recommend this company 


to an increasing clientele year after year. 
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loans on farm products with warehouse 
receipts. 

“Tt is our belief that it has been 
largely our energies that have made 
it possible for us to have a much larger 
line of loans than the other banks in our 
territory. 

“We have taken the position that, 
being a country bank, we are justified 
in carrying a larger amount of mortgage 
loans rather than a large volume of 
bonds than we now carry. Our bonds 
are of short maturity and have high 
ratings; if sold today they would yield a 
very nice profit. 

“Tt is our opinion that the mortgages 


are fairly liquid through sale to the 
R.F.C. or other sources, in case of need; 
and since they are largely five years and 
under the run-off is fairly heavy. We 
have fostered the building of small 
homes, which has given us an increase 
of mortgages the past season. 

“We handle a given number of feeder 
loans in the Fall. In our livestock loans 
there are but two sheep operators, the 
others being farm lot loans on stock. 
Normally in October and November we 
have a fairly heavy liquidation of 
farm loans.” 

Personal solicitation of new business 
was mentioned by a New England bank 
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WASHINGTON 


Our complete banking facilities in- 
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counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 
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STREET 
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as a means by which it had built up its 
portfolio. A bank in a central state said 
it spent much time in seeking proper 
outlets for credit and in developing 
satisfactory demand. It encourages 
“the good man to borrow”; also it 
works at gathering credit data and 
knows “who is good for a loan.” 

A bank in the South has solicited 
cash value insurance loans, getting 
about half a million dollars’ worth of 
this business. It also has C.C.C. cotton 
loans and retail automobile finance 
paper in its portfolio. 


ADVERTISING 


A WEST Coast institution reported 
that its efforts toward increasing loans 
and discounts had been through adver- 
tising and by means of personal contact 
in developing personal loans and FHA 
mortgages. Another bank, in the South, 
said personal contacts and newspaper 
advertising had been used profitably. 

“We encourage people to build new 
homes through the facilities offered by 
the Federal Housing Administration,” 
wrote a bank in a midwestern district 
where favorable agricultural conditions 
and large industrial plants enable many 
people to be property owners. 

A banker in a New England com- 
munity said that F.H.A. Title II loans 
and “personal contacts with the best 
customers” had helped him build up 
his loan portfolio. An eastern bank, 
located in a suburban town, made an 
intensive drive for Title I and II loans, 
andalsofor automobileinstalment paper. 


EXTREME DILIGENCE 


ONE western bank said that a move 
to a better location had enabled it to 
get more business. From a small eastern 
city came this comment: “That we 
have been able to keep so much of our 
funds employed is probably due more 
to extreme diligence than anything else, 
as we have taken no special steps to 
increase our loans and have not found it 
profitable to engage in such enterprises 
as FHA mortgages and other Federal 
plans of financing.” 

A bank in a middle Atlantic state 
said its personal loan department was 
its greatest income producer. A southern 
institution, noting, as did some others, 
conditions peculiar to its locality, re- 
ported heavy demands for funds during 
the Burley tobacco season when it is 
called on to finance in part the local 
sales of that crop which is paid for in 
cash. 

Somewhat similar was the report 
of a western bank, 85 per cent of its 
loans being secured by livestock. 
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New Money 


Requirements 


Washington, D. C. 

F the total of around $2,000,000,000 

of new money required by the 
Government to meet its deficit in the 
current fiscal year, the September 
financing provided substantially one- 
third. When and how the remaining 13 
or 14 hundred millions of dollars will be 
borrowed remains to be seen. It seems 
apparent that it will be done in an ortho- 
dox way and quite probably by means 
of similar issues during the December 
and March quarters. It also seems ap- 
parent that unless there is some un- 
expected turn in the money market 
the borrowing will be done on long term 
instead of by any Treasury bill short- 
cuts, although the latter offer a tempta- 
tion in the way of savings to the Treas- 
ury which is difficult to resist. 

Some recent figuring by Treasury 
officers discloses the fact that of late the 
$1,300,000,000 of Treasury bills out- 
standing has cost the Government only 
about $650,000 a year—certainly a 
rather penetrating comment upon the 
present state of the money market in 
this country. Nor, does the outlook in 
the money market give any indication 
of any increase in the return to the 
banks and corporate investors on this 
class of Government financing. Treas- 
ury plans for placing the rest of its 
$2,000,000,000 new money issues are not 
fixed. They will be suited to the needs 
of the moment when the occasion for 
new borrowing arises. However, with 
the prospective increase in bank de- 
posits resulting from deficit spending 
and from a renewal of the inflow of gold 
from Europe which, for the present at 
least, is not being wholly sterilized by 
the Treasury, it is fairly certain that the 
Treasury’s plans will be fixed by market 
conditions and market conditions will 
remain substantially what they are 
now. 

In other words, the September offer- 
ing of $400,000,000 of 12-14-year 
Treasury bonds paying 2% per cent 
interest and $300,000,000 of 134 per 
cent Treasury notes due June 15, 1943, 
at par and accrued interest from June 
15, 1938, are likely to be substantially 
duplicated in December and March. 
In the September financing the Treas- 
ury offered to exchange the new notes 
or bonds, par for par with adjustment 
for interest, for the $433,460,900 of 
Treasury notes due in December, the 
amount of 114 Treasury notes offered 
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The West is Opened 


from ST. 


N May 14, 1804, the expedition of Meriwether 

Lewis and William Clark started from St. Louis. 
Two years later they returned, having explored the west 
from Missouri to the Columbia River and the Pacific. 
The tide of western expansion began ... the west was 
open to settlement and trade. 


It was natural for Lewis and Clark to start their momen- 
tous journey from St. Louis because of its strategic, 
central position at the gateway to the new western 
lands. The advantage of St. Louis’ location is a fact 
that will never change, and today, because of this 
location, the transit service of Mercantile-Commerce 
reaches practically all points of the country overnight. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
ST. LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Canadian Pacific Express 


TRAVELLERS CHEQUES 


Issued in Canadian and United 
States Dollars, and Sterling. 


U. S. Dollar Cheques are re- 
deemable at par by the National 
City Bank of New York. 
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being extended accordingly. One may 
envision a similar offer for the $941,- 
613,750 of Treasury notes due next 
March. 

It seems important if not imperative, 
in fact, that all such financing be done 
as forehandedly as possible, since the 
Treasury has rather heavy maturities 
later in 1939—$1,293,714,200 of notes 
due in June, $426,554,600 due in Sep- 
tember and $526,232,500 due in De- 
cember. With these maturities come the 
need of additional new money to meet 
another prospective deficit larger than 
can be covered by the use of Social Se- 
curity taxes and loan refunds now being 


COMMON SIGH’ 


applied to the current needs of the 
Treasury. Meanwhile the present vol- 
ume of $1,300,000,000 of Treasury bills 
will be continued indefinitely by week- 
to-week borrowing to meet maturities. 

The effect of the new money borrow- 
ing upon the country’s banks promises 
to be of considerable importance. In 
the first place, whereas a year or so ago 
there was a prospect that the volume 
of outstanding Government securities 
would be gradually contracted as they 
become absorbed by Social Security re- 
serves and pooled unemployment in- 
surance funds, the present prospect is 
that the outstanding volume will be 


materially increased. The amount of 
new money borrowing this year is likely 
to exceed considerably the $2,000,- 
000,000 now contemplated. Expendi- 
tures for relief are increasing and the 
fund appropriated by Congress, which 
under the law must answer for such ex- 
penditures up to February 1, will be 
exhausted before the first of the year. 
The Government’s income from Social 
Security taxes is falling below expecta- 
tions, both contributing to an increase 
in borrowing. The September issue of 
bonds and notes raises the public debt 
to a new high record of $38,328,000,000 
and, while this is offset somewhat for 
the present by an increase of the 


_ Treasury’s working balance to upward 


~ | of $2,300,000,000, this offset, in view 


of current relief and made-work expend- 
itures, will not long exist. By next June 


| the public debt, including Social Secu- 
| rity obligations, will approximate $40,- 
| 000,000,000 embracing, as above in- 
_ dicated, something like $1,300,000,000 
| of additional new money loans. 


All this new financing, however, in- 


| volves increases in bank funds which 
| will go far towards supplying the money 


necessary to meet the Treasury’s re- 
quirements. Back of this new money 


| supply are unemployed funds of the 
| banks still ranging around the $3,000,- 


000,000 mark which can be increased 
tremendously at will by modification of 
the reserve requirements of member 


| banks. There is no prospect whatever 


for a shortage of funds or for higher 


| rates of interest. 


WASHINGTON 


Was a time (about when Live Stock National Bank was founded 
70 years ago) when these were common sights — accepted 
standards. Progress changed that. Was a time, too, when almost 
any major city bank could perform the functions of correspond- 
ent service. Specialization changed that. The far-reaching de- 
velopments in agricultural equipment and methods and in 
transportation of farm products find their counterpart in mod- 
ern agricultural banking. Live Stock National is located inside 
Chicago’s Union Stock Yards—the greatest market in the world 
for agricultural products. Here we are in constant contact with 
commission men, packers, brokers, railroads, dealers—and with 
nearly 500 country banks on the spot where agricultural trans- 
actions originate. That’s why we're able to render a more valu- 
able service to banks connected in any way with agriculture — 
and why we give quicker attention to their Chicago needs. 


Live Stock 


National Bank of Chicago 
70 Years Old—This Year 


FEDERAL 


F. C. Forrest, president of the 
First National Bank of Pull- 
man, has been elected presi- 
dent of the Washington 
Bankers Association 


MEMBER 


DEPOSIT INSURANCE CORPORATION 
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TO HELP YOU MAINTAIN 
CONSTANT VIGILANCE 


The high standards of reliability and efficiency which 
modern trust accounting demands are ideally met by the 
punched card method. This modern method provides up- 
to-the-minute information, which in turn means closer 
control of all departments. It automatically furnishes the 
various reports and schedules required for Customer’s State- 
ments, Investment Division Analyses, Collection of Income 
Forms, Bank Examination Lists, Tax Accounting Schedules and 
most of the other reports required in current operations. 
Briefly, the punched card method assures the maintenance of 


the constant vigilance upon which your customers depend. 


-An ever-increasing number of banks 
are using punched-card accounting 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building ee Branch Offices 
590 Madison Ave., New York, N.Y. In Principal Cities of the World 
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A Federal Lending Study 


MENT-sponsored agencies 
had more than ten billions in loans 
outstanding on December 31, 1937, says 
a summary report of a study conducted 
by J. Knight Allen, director of research, 
California Bankers Association. 
Savings funds in federally sponsored 
thrift facilities totaled more than five 
billions. The Government’s direct inter- 
est in Federal lending and thrift institu- 
tions aggregates approximately four bil- 


lions, while its contingent liabilities on 
their behalf approximate an additional 
six billion. 

E. V. Krick, vice-president and cash- 
ier of the American Trust Company and 
president of the association, says in a 
foreword to a published report of the 
study that the research committee’s 
purpose in undertaking the study was 
to gather “factual information that may 


furnish the California banks a complete, 


Personal Loan 


Insurance 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 
operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Che Credit Life Jusuranre Co. 


HOME OFFICE 


D. W. HOLLENBECK, 
Vice-President 


Springfield, 


ATLANTA 4h in National Air Mail Volume 
plus FULTON CORRESPONDENT SERVICE 
... for Overnight Action... 


LTON, N ATIONAL 
223 (Bank® 


exact, up-to-date understanding of the 
activities of the various Federal lending 
agencies.” The report points out that in 
California at the year-end Government 
lending and thrift units had outstand- 
ing more than $600,000,000 in loans and 
more than $300,000,000 in savings. 

Those general conclusions were reached, 
says the report: 

“1. Most Federal lending agencies 
were established to meet emergency 
conditions, but apparently many of 
them are becoming permanent institu- 


| tions. 


“2. Aggressive efforts by the Federal 
agencies to serve borrowers under the 
impetus of emergency conditions have 


| built up a large volume of governmental 
| loans in numerous lending fields. 


“3. Although many early mistakes 


| were made, and there was considerable 
| confusion of purposes, the Federal lend- 


ing operations opened up new possibili- 


| ties in profitable lending, developed new 
| services and improved the technique of 


lending. 
“4, Federal lending, as a rule, takes 


| place only after careful investigation; 


practically all loans are secured; maturi- 


| ties are arranged to suit the convenience 


of borrowers; instalment payments are 


| required on all except short-term loans; 


and interest rates are low—frequently 
under market rates. 

“5. A large proportion of borrowers 
from Federal agencies were not consid- 
ered by other financial institutions as 
good risks; nevertheless, a large major- 
ity of them have proved to be worthy of 
loans. On the other hand, aggregate 
losses have been so great as to render 
the business as a whole unsuitable for 


| banks. If the risks could be more scien- 


tifically selected and the loans more 

fully protected, there would be far less 

need for governmental intervention. 
“6. Certain Federal lending agencies 


| compete directly with the banks while 
| others endeavor to serve only those bor- 
| rowers not able to obtain accommoda- 
| tions from banks; however, banks gen- 
| erally lose business to each new Federal 
| agency. 


“7. California banks are better able 
to supply all reasonable credit and 
thrift needs than are banks of other 
parts of the country. The most striking 
case in point is the extent to which Cali- 
fornia banks have gone in making real 
estate loans. On December 31, 1937, the 
insured banks of the state held $746,- 
265,000 of urban and $105,602,000 of 
farm real estate loans. This is about 9 


BANKING 


| 
| 
| 
- 
80 


the 
ing 
t in 
ent 
nd- 
and 


hed, 


cies 
mcy 
of 
itu- 


eral 

the 
lave 
ntal 


akes 
able 
end- 
ibili- 
new 
1e of 


akes 
tion; 
turi- 
lence 
are 
ans ; 
ently 


ywers 
nsid- 
ns as 
ajor- 
hy of 
egate 
ender 
le for 
scien- 
more 
r less 
mn. 

encies 
while 
e bor- 
noda- 
gen- 
ederal 


r able 
t and 
other 
riking 
1 Cali- 
real 
37, the 
$746,- 
000 of 
bout 9 


per cent of the urban and 18 per cent of 
the farm real estate mortgages held by 
all banks in the United States. The 
California banks had $2,217,226,000 of 
time deposits and $1,498,259,000 of de- 
mand deposits at the end of 1937. Be- 
cause the California banks offer com- 
plete banking facilities in all parts of the 
state, they feel keenly the ‘nationalized’ 


competition of Federal agencies which 
are built for average conditions through- 
out the country regardless of the needs 
in California. 

“8. A by-product of Federal lending 
which has been beneficial to banks has 
been the education of borrowers by the 
Federal agencies in business-like deal- 
ings with creditors.” 


Keeping Lazy Dollars at Work 


A< company would consider itself 
fortunate indeed if it could sud- 
denly find $100,000 of new liquid capi- 
tal. 

Many companies could put them- 
selves in a position to receive such a 
windfall through the earlier availability 
of money (checks) in transit. This can 
be done by speeding up the collection 
and routing of customers’ checks and 
the transferring of the proceeds. 

Banks do it in their transactions— 
why not commercial and industrial 
corporations? 

Suppose that a Cleveland bank has 
indebtedness of $100,000 due the Fed- 
eral Reserve Bank tomorrow. Its checks 
on Baltimore today total that amount. 


Saunas: 
Gross Sales less Discounts, Returns and Allowances. . 


Freight to Branches and Branch Rents) . . 


Provision for Doubtful Accounts. . . 
Opsratine Prorrr... 


Income: 


Dividends . 
Interest on Marketable Securities 
Miscellaneous Income 


Orner Caarces: 


Interest Paid . . 
Net Loss on Sale of Securities. . 


opment Expenses of Unconsolidated Subsidiaries 


Net Income Berore Income Taxes. . 


Provision ror Income Unpistaisutep Prorits Tax 


Net Income... . 


Cost of Sales (including Royalties, 


The availability schedule of the Fed- 
eral Reserve Bank of Cleveland, which 
shows a two-day deferment, is suddenly 
reduced one day. That fact alone has 
placed the Cleveland bank in a position 
to discharge its indebtedness tomorrow. 

Banks have two accounts at the Fed- 
eral Reserve: a transit account which 
holds funds in suspense until actually 
collected, and a reserve account to 
which usable funds are transferred from 
the transit account as they become 
available. 

A corporation could use its deposi- 
tory bank account similarly. And for 
transfers, Federal Reserve exchange 
drafts are immediately available funds 
in any Federal Reserve city. They can 


ABBOTT LABORATORIES AND SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS STATEMENT 
6 and 12 Months Ending June 30, 1938 


6 Months 6 Months 
Ending Ending 
June 30, 1988 June 30, 1987 
$4,594,907.43 $4,620,449.44 
1,492,416.03 1,537,089.36 


3,102,491.40 


289.15 
16,366.94 


Provision for Unrealized Inter Company Profits and Devel- 
30,000.00 


$865,335.78 


Nore: Net income for twelve months ending June 30, 1938 based upon book records of inventories, etc., subject to year end adjustments Provision for Federal Income Tax and 
Surtaxes provided for to Dec. 31, 1937 and Federal Income Taxes and Surtaxes at the rate of 19% less 244% on $612,000 dividends paid during the six months ending June 30. 1938. 
No provision was made for Federal Surtax on undistributed income for the first six months of 1937. 


3,083,360.08 


1,019,473.22 
154,137.44 


be used for transferring corporate funds. 

A survey was made of the check- 
collecting arrangements of an eastern 
corporation. An improved system for 
handling western checks through fewer 
and more strategic concentration points 
for receiving checks released $159,000 
one day earlier than would have been 
the case had the checks been deposited 
locally. 

To save a day in transit on the col- 
lection of customers’ checks amounts to 
putting new liquid capital in any busi- 
ness. Equally important is the fact that 
a credit man would know about dis- 
honored items sooner. 

A large bank in a money center has 
many bank correspondents in key cities 
in the United States and Canada. These 
correspondents are always carefully se- 
lected, not so much on the basis of 
reciprocal balance as for strategic loca- 
tion. They in turn have close connec- 
tions with the smaller centers in their 
respective territories. Each is usually 
equipped and prepared to give fast 
service in handling collection of checks, 
drafts and notes; each can be expected 
to have a credit department able to 
furnish accurate information on general 
conditions or specific enterprises in 
their part of the county. 

I. I. SPERLING 


12 Months 


Ending Ending 
June 30, 1938 June 30, 1937 
$9,485,141.28 $8,642,157.08 


3,220,120.55 2,767,201.39 


6,265,020.73 5,874,955.69 


$4,016,682.17 


23,453.70 4,196,157.52 11,042.18 4,027,724.35 


6,148.65 
35,857.39 


1.898,421.93 


379,865.42 295,380.93 
$1,588,391.24 $1,603,041.00 
= 


12 Months 
EXPEnses: 
Selling, General and Administrative ....+ $2,053,258.04 $2,066,722.95 $4,172,703.82 Ft 
15,288.49 2,068,546.53 15,524.93 2,082,247.88 
1,001,112.20 2,068,863.21 1,847,231.34 
910.2 
23,910.22 55,411.67 
13,903.77 38,244.39 10,863.81 27,519.90 16,580.78 73,180.00 39,139.54 81,145.58 
a 1,962.71 3,024.97 4,559.09 9,695.75 
3,806.68 
98,000.00 
15,942.49 47,905.20 5,233.91 9,158.88 67,420.78 173,786.55 20,259.24 29,954.99 
182,798.43 
. $841,485.63 
___} 
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Note Filing Methods 


e AUTOMATIC FOLLOW-UP OF LOAN 
PayMENTs is the title of a booklet 
issued by the National Cash Regis- 
ter Company and written by W. D. 
Yealland, assistant to the cashier, 
Bank of America N.T. & S.A. This 
booklet contains some hints on the 
filing of notes. It also uses a numer- 
ical system for indicating when the 
notes fall due. To illustrate this lat- 
ter method the following is quoted 
directly from the booklet: ‘All 
loans which fall due monthly are 
numbered with the prefix 01 to 31. 
Thus the account number 013565 
means that loan number 3565 falls 
due for payment on the first of each 
month.”’ Those loans on which pay- 
ments fall due weekly carry the 
prefix numbers 41 to 46 and semi- 
monthly 51-65. The cards revolve 
in the files monthly, semi-monthly 
or weekly as the case may be. 


Imprinted Checks 


e The DeLuxe Check Printers, Inc., 
of New York, Chicago, etc., have 
prepared an 8-page mimeographed 
report listing 10 advantages to the 
bank and 7 tothe depositors through 
the use of imprinted checks. It is a 
good thing to be reminded occa- 
sionally of the value of the bank’s 
different services. Ask for the 
DeLuxe Check ImprinT PROGRAM. 


Bullet-Proof Glass 


e A few years ago a gang of bank 
robbers walked into a small bank 
in Ohio and sprayed the upper parts 
of the walls with machine gun bul- 
lets. After this barrage was ended 
the leader said, “* This is a hold-up.” 
They escaped with many thousands 
of dollars. If the bank had been 
completely equipped with bullet- 
proof glass it is unlikely that this 
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Each month Mr. E. S. Woolley, 
nationally known bank analyst, 
will review current booklets is- 
sued by concerns for the informa- 
tion of the banking market and 
to aid intelligent buying. Readers 
can save money and save time by 
using this department before pur- 
chasing supplies and equipment. 
@ Write to BANKING or to the 
companies direct. If you want us 
to obtain any booklets for you 
please write your request to this 
department. If you want advice 
on any operations problem send 
your question to us and we will 
answer it or suggest where you 
can find the answer promptly. 


hold-up would have occurred. MuL- 
TIPLATE, an attractive booklet is- 
sued by the Pittsburgh Plate Glass 
Company, shows photographs of 
banks so equipped. 


Desk Pens 


e Enough ink for the writing needs 
of the average user for a whole year 
is the claim made for their new 
“‘handi-pen” desk set by the Seng- 
busch Self-Closing Inkstand Co. 
Their leaflet, THE GREATEST AID 
TO WRITING EASE, shows it as 
ornamental and inexpensive. 


Air-Conditioned 
Efficiency 


e ‘The efficiency of our force has 
been increased at least 35%.” 
“With the same number of em- 
ployees, 10,000 more items were 
handled in 2% hours less time than 
on the next biggest day in the 
bank’s history, and it was one of the 
hottest days in the summer.” 
“There is a great improvement in 
quietness ’’—‘‘has been responsible 
for our ability to increase our per- 


centage of occupancy to its present 
high level of 95%.” These are ex- 
tracts from letters written by bank- 
ers evidencing the truth of claims 
made by the Carrier Corporation 
in their 4-page leaflet, WHAT AIR 
CoNDITIONING IN YOUR BANK WILL 
Do. 


New Trust Business 


e@ THE DEVELOPMENT OF New Bust- 
NESS FOR TRUST DEPARTMENTS, by 
Robert P. Kelsey, Vice-President 
of The Purse Company of Chatta- 
nooga, Tenn., contains some valu- 
able information that should be of 
particular interest to trust officers 
who desire to obtain new trust busi- 
ness. And what trust officer doesn’t? 


Typewriter Progress 


e Fifteen brand new features, in- 
cluding “‘half spacing which makes 
possible the insertion of omitted 
letters without retyping entire page”, 
is claimed for their new model by 
the L. C. Smith Typewriter Co. of 
Syracuse, N. Y., in a descriptive 
folder entitled New. 


Heating Costs 


e The Anthracite Industries, Inc., 
Chrysler Building, New York, have 
issued a booklet which has some 
very valuable statistical informa- 
tion and charts on the comparative 
costs of heating water. 

This should be of considerable 
interest to anyone who has the 
problem of heating buildings. Heat- 
ing usually represents a large per- 
centage of the rental income. How 
to control this expense is therefore 
important in these days of reduced 
revenue. The title of this 21-page 
booklet is ADVANTAGES AND METH- 
ops OF HEATING SERVICE WATER 
WITH ANTHRACITE, 
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Factoring 


e The April 1938 issue (Vol. VI, No. 
2) of THE Factor, published by 
James Talcott, Inc., New York 
City, contains a concise summary of 
modern factoring and its advan- 
tages to modern business. The use of 
factors by industry is of long stand- 
ing, but bankers desirous of keeping 
abreast of all methods of financing 
will be interested in its develop- 
ments. This issue also contains 
some old wood-cut illustrations of 
silk manufactories of 100 years ago. 


Bank Statements 


e There are some excellent forms of 
charts for indicating the growth of 
financial institutions contained in 
the 28-page 1938 ANNUAL REPORT 
TO POLICYHOLDERS of the Lumber- 
mens Mutual Casualty Company 
of Chicago. It may provide some 
hints to banks in the preparation 
of their own published statements. 


Reducing Accidents 


e Volume 1, No. 1, of WATCH, anew 
magazine to be issued quarterly by 
the American Mutual Liability In- 
surance Company of Boston, is 
profusely illustrated with photo- 
graphs and charts showing how ac- 
cidents occur and suggesting how 
many of them could be avoided. It 
is interesting to note the number of 
accidents that occur at home, where 
one usually feels safe. 


Collection Letters 


e In a booklet entitled THE Best 
CoLLECTION LETTER I Ever Usep 
are assembled the 30 letters which 
the judges of a contest conducted 
by the American Credit Indemnity 
Company of New York considered 
the best out of the many which 
were entered. Anyone who has oc- 
casion to write collection letters 
could not fail to receive some val- 
uable hints from them. The letters 
are shown in facsimile form. 


Printing Orders 


eA ComPLETE PLAN FoR HAn- 
DLING PRINTING ORDERS, including 
forms for filing and control, is of- 
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fered advertising departments by 
the Hammermill Paper Company 


_ of Erie, Pa. The larger advertising 


departments will probably find 
these forms very useful. They are 
contained in a folder convenient for 
filing. 


New Adding Machine 


e An offsetting adding machine, that 
is a machine in which two or more 
seperate totals can be carried simul- 
taneously with the grand total, is a 
distinct advantage to banks. This 
machine also features subtraction 
from any or all of the sub-totals. It 
is called the Allen Wales “Duplex”’ 
and is described in a leaflet of the 
Allen Wales Adding Machine Cor- 
poration. 


Eyesight Aid 

e The preservation of one’s eye- 
sight is of paramount importance. 
Humanity is just beginning to 
recognize how essential proper light- 
ing is to this end. Maintaining 
proper lighting under all conditions 
has been the subject of much re- 
search work in the laboratories of 
the General Electric Company, 
resulting in a new photo-electric 
light control equipment which is 
explained in a leaflet entitled THE 
PHOTOELECTRIC RELAY. By the use 
of this equipment, scientifically 
correct light is automatic under all 
conditions. 


Value of Safety Paper 


e For the benefit of banks using its 
Super-Safety checks, The Todd 
Company of Rochester, N. Y., 
issues a little booklet, Your BANK, 
which is designed to assist in train- 
ing the bank’s personnel to ac- 
quaint depositors with the value of 
safety checks, thereby providing 
another drop of water with which to 
wear away the hard stone of the 
public relations problem. 


Fewer Postings 


e HicHER Trust ProFits THROUGH 
Lower OPERATIONS Costs is claimed 
for the equipment described in a 
four-page circular issued under this 
title by Remington Rand, Inc. This 


is accomplished by reducing five 
principal postings and three income 
postings to one each, which, by 
“dual cross computation’’, prove 
their accuracy as they are posted. 


Insurance Needs 


e Edward J. Barrett, Auditor of 
Public Accounts, Banking Depart- 
ment, State of Illinois, expresses his 
opinions on THE INSURANCE NEEDS 
OF BANKS AND How THEY CAN 
Best BE MET in a brochure issued 
under this title by the Fidelity and 
Deposit Company of Maryland, 
Baltimore. 


Attractive Kitchens 


e Banks with houses under their 
control will be interested in the 
booklet issued by Crane Company, 
Chicago, FAMILY PLANNED KITCH- 
ENS. Besides being profusely il- 
lustrated, it also contains a work- 
sheet and instructions for drafting 
size of room and arrangements, the 
sheet being in separate loose-leaf 
form. When renting or buying 
houses, women usually look first at 
the kitchen, and, while men may 
like to think that they are the 
“‘boss’’, it is really the women who 
decide such matters. 


On Personal Loans 


e The Morris Plan Insurance So- 
ciety believes that ‘no man’s debts 
should live after him” and, in a 
booklet of this title, proceeds to 
show how this axiom can be applied 
to protect the principal of a bank’s 
personal loans and to aid in build- 
ing the department through reduc- 
ing co-maker resistance. 


Intrabank Transit 


e Where the transmission of papers 
must be swift, safe, dependable and 
quiet, pneumatic tubes provide the 
answer. The multiple application of 
pneumatic tubes to business and 
banking is aptly described and il- 
lustrated in a booklet issued by the 
Lamson Company, Inc., of Syra- 
cuse, N. Y., under the title of 
WInGs oF BusINgEss. 
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A Postal Money Order Hazard 


IABILITY which a bank assumes in 
cashing or accepting for deposit 
postal money orders is perhaps not 
broadly understood. It has ordinarily 
been taken for granted that handling 
them upon proper identification would 
be as safe, if not safer, than with other 
drafts or checks. 

The law governing such instruments, 
however, seems to be otherwise. U.S.C. 
Title 39, Section 789, reads in part: 

In all cases . . . where money of the 


department has been paid to any person 
in consequence of fraudulent repre- 
sentations, or by the mistake, collusion, 
or misconduct of any officer or other 
employee in the Postal Service, the 
Postmaster General shall cause suit to 
be brought to recover such wrong or 
fraudulent payment or excess, with in- 
terest thereon. 


A decision based on this statute fol- 
Ows: 


“where money orders were fraudulently 


Valuation 


of Bonds 


under new 
investment regulations 


Within recent months revised investment 
and examination regulations were made 
effective by the federal and state bank 


supervising agencies. 


As part of our regular investment ad- 
visory service for correspondent banks, we 
now include a monthly tabulation of all 
listed bonds and active unlisted issues 
which may properly be classified in Group 
Two under the new regulations. This tabu- 
lation shows the progressive eighteen 
months average market price. 

Other features of our investment service 
comprise weekly and monthly compara- 
tive statistical tabulations of actively 
traded bonds, semi-annual surveys of lead- 
ing industries, detailed analyses of corre- 
spondent bank portfolios, and advice on 
specific investment problems. 

Financial institutions throughout the 
country are cordially invited to make use 
of our comprehensive facilities. 


MANUFACTURERS TRUST 
COMPANY 


Investment Advisory Division 


55 BROAD STREET, NEW YORK 


issued, even though the signatures of 
the postmaster drawing the orders were 
genuine, and the amount of said orders 
was paid to a bank presenting the same, 
and the fraudulent character afterwards 
discovered, the United States can re- 
cover the amount paid to the bank al- 
though said bank acquired the orders 
for value and in good faith.”’ (See U.S. 
v. Stockgrowers Bank, 30 Fed. 912, and 
U.S. v. Bolognesi et al., 164 Fed. 159: 
169 Fed. 1012; and 189 Fed. 335.) 


It was also held in effect in U.S. v. Park 
Bank, 6 Fed. 852; U.S. v. Burchard, 125 
U.S. 176; and Railroad v. U.S., 164 
U.S. 190, 210-212, that public funds 
paid out under a mistake of fact can be 
recovered back. 


The effect of the law was recently 
demonstrated in a case in Kalamazoo. 
In October and November 1936 a post- 
master elsewhere in Michigan issued 
postal money orders, properly signed 
and in every way regular in appearance. 
Fifteen of these, totalling $1,255, were 
cashed by the three commercial banks 
in Kalamazoo. Four months later 
(March 1937) demand was first made 
by the Post Office Department on each 
bank for refund of the monies so paid 
out, based upon the failure of the issuing 
postmaster to remit to Washington for 
orders written totalling some $6,000. 
The surety company which had bonded 
him for $2,000 promptly paid its claim 
and the postmaster was imprisoned. 
The drawees, according to the investiga- 
tion of the post office inspector, were 
uncollectible and therefore demand was 
made on the banks. Upon advice of 
counsel, the banks, denying liability, 
refused this and subsequent demands 
for reimbursement. 

On November 1, 1937, in settling for 
the daily list of local postal money or- 
ders, all of which are cleared through 
The American National Bank as de- 
pository for the postmaster’s account, 
photostatic copies of the items in ques- 
tion were used for payment of $1,255 
and the balance remitted by check in 
the usual way. This reversed the situa- 
tion, placing the burden of collection 
upon the banks rather than the post 
office. The American National agreed to 
handle the claim of the others in con- 
junction with its own, meanwhile carry- 
ing the photostats in its file as “‘cash 
items”. 

Unable to gain restitution from the 
Post Office Department, the only course 
was to seek enactment of a special relief 
bill by Congress. Such a measure was 
passed as Private Law 826, 75th Con- 
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DIVIDEND 


ARMOUR 450 COMPANY 
OF DELAWARE 


tt 19 a quarterly dividend of one and 
three-fourths per cent 134%) per share on 
the Preferred Capital Stock the above 
corporation was lared by the Board of 
Directors, payable October 1, 1938, to stock- 
holders of record at the close of business 
September 10, 1938. 


E. L. LALUMIER, Secretary 
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@ 500 QUESTIONS ANSWERED 


in Theory and Auditing— 
C (Reprinted from Accountants’ Digest) 


f the “Required” used by State Boards 

F . Save reviewing hundreds of pages of text. 
Recommended by Instructors. 


. MARDER, LL. B., C.P. A. 
65 Broadway, N. Y. C. 


$2.00 
Postpaid 


gives you 
less eyestrain — 


from the start 


Increased Energy 
Greater Accomplishments 


— or your money back 


You conserve the eye energy wasted by im- 
proper or inadequate light, because the 
Dawn Model North’rn Lite gives you the 
closest approximation there is to natural 
light—the light in which your eyes were de- 
signed to see. Soft, white—without glare or 
shadow—truly “outdoor light for indoors.” 


Relief from this unnecessary eyestrain means more 
energy for you — less nervous irritation — greater 
ease in getting along with people. Dawn also brings 
- the perfect performance of the famous Seng- 
usch Handi-pen Set, to the neryous 
tension of your desk work. e@ pen rests in a 
year’s supply of ink — ready to write. No con- 
stant dipping, clogging, flooding to annoy you — 
no frequent refilling nuisance. 


Write for Dawn on 10-day free trial offer. Make 
this test. Alternate working an hour at_a time 
with Dawn, and any other light and pen. Let your 
eyes, your nerves, your disposition be the judge. Re- 
turn the set for full credit if you are not satisfied. 


==ameTear out coupon and mail 

Sengbusch Self-Closing Inkstand Co. ; 

Sengbusch Building, Milwaukee, Wisconsin 
Gentlemen: Please send me........ Dawn 
sets @ $19.50 ea. for 10-day free trial. 
In the following finishes: Mahogan 
Bronze plated Bronze Matelasse 
Old Ivory Matelasse — gold-trimmed 


gress, Third Session, and approved by 
the President June 29. Payment in full 
by the Treasury Department: reached 
the bank August 20, 1938."No interest 
was allowed on the funds so impounded, 
and the bank was put to the expense of 
attorney’s fees and certain. travelling 
costs to effect collection of the claim. 
To prevent a repetition of this experi- 
ence, Kalamazoo banks since its occur- 
rence have consistently declined to cash 
postal money orders for non-customers, 
even when known or properly identified, 
referring them instead to the post office. 
But even in cashing an order for a cus- 
tomer, a hazard cannot be avoided. As- 
sume, for instance, that the payee de- 
posits a rather substantial money order, 
delaying drawing against it during the 
period necessary for proper clearance. 
Then several months later he closes his 
account, following which the Post Office 
Department discovers an irregularity of 
the nature above described. If the payee 
cannot be reachedéor proves uncollecti- 
ble for-the amount involved, the bank 


stands liable. 


The Uses of 
School Savings 


educational advantages along 
thrift lines offered by a bank which 
conducts school savings is recognized by 
many. It is also possible, however, 
through the numerous contacts estab- 
lished, to create a better understanding 
of the functions of a bank and to main- 
tain customer relations based on service. 
These opportunities for service and 
improved public relations are found 
along the many roads leading into class- 
rooms, meetings of parents and teachers, 
assemblies and in the bank itself. 

One way to put into practice what we 
preach is to offer practical training and 
experience to high school students in 
commercial departments. Let them 
come into the bank and put into actual 
practice what they are trying to learn. 

This is what one principal says: 

“One of the most difficult problems 
of teaching is to make a life situation 
appear real to our students. We have 
already observed marked improvement 
in assuming responsibility, in under- 
standing actual business situations, and 
in the interest and enthusiasm which 
the students show in their work. 

“We realize the additional work 
which this program makes for all of you. 
We trust, however, it may be continued. 
It is, we believe, one of the most 


recommending the purchase, 
through your bank, of 
Tourist Letters of Credit and 
Travel Checks issued in 


Tourist Lire 


, ($4.75 for 100 Lire) 

«The saving you can offer ap- 
proximates ten per cent on the 
regular Lire rate of exchange. 
Your customers will appreciate 
this economy and, in serving 
them, your bank will earn a com- 
mission on each transaction sub- 
stantially higher than on the sale 
of dollar travel checks. You can 
obtain Tourist Lire as you need 
them at the main or branch 
offices of 


Banca Commerciale Italiana 
Banco di Napoli 
Banco di Roma 
Credito Italiano 

or the nearest district office of 

American Express Company 


ITALIAN TOURIST 
INFORMATION OFFICE 


New York: 
Palazzo d'Italia, 626 Fifth Avenue 
Chieago: 333 No. Michigan Avenue 
San Francisco: 604 Montgomery Street 


ITALIAN NATIONAL 
INSTITUTE of EXCHANGE 


60 Wall Tower, New York 


progressive moves which a business 
institution has ever made to cooperate 
with the work of a school.” 

Adult education classes furnish a 
splendid field for speakers on subjects 
such as “Wills” or “The Functions of 
Bank Departments.” 

Many school heads now recognize the 
need of information regarding early 
income management, the functions of 
a bank, and like subjects. 

Progress is being made and slowly 
the value of early education in eco- 
nomics is being recognized. 

Miss META MOHR 
Farmers and Merchants Savings Bank 
Oakland, California 
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“Have you heard of the wonderful one-boss shay, 
That was built in such a logical way 
Jt ran a bundred years to a day?” 


INDUSTRY IN MASSACHUSETTS 


TODAY AS ALWAYS 
STILL BENEFITS FROM CONSCIENTIOUS CRAFTSMANSHIP 


Just as in the days when Oliver Wendell Holmes’ 
worthy deacon built himself the perfect chaise, labor 
in Massachusetts continues to be proud of its skill. 
Thousands of intelligent workers with that splendid 
heritage of pride in a job well done still contribute 
a priceless asset to industry in this State. 

But, the opportunity of employing the best and 
most level-headed labor in the world is but one of 
the advantages Massachusetts bestows on industry. 
Within the compass of 500 miles from the heart of 
Massachusetts are most of the major markets of the 
North American continent — reached in 24 
hours or less, linked by improved highways, 
rail, water and air. 


In every way, industrial-minded Massachusetts 
encourages industry. Manufacturing corporations 
here enjoy the lowest taxes of any industrial state, and 
Massachusetts banks, long familiar with industrial 
needs, stand ready to support any industry new or 
old which justifies their aid. Special steps have been 
taken to provide ready financing for industries to 
settle here. 

Massachusetts invites new industries and offers 
unparalleled inducements. Write for "Industrial 
Advantages of Massachusetts”, a brief, readable 

book of accredited facts. 


THE MASSACHUSETTS DEVELOPMENT AND INDUSTRIAL 
COMMISSION - STATE HOUSE, BOSTON, MASSACHUSETTS 


iT‘S PROFITABLE TO PRODUCE IN MASSACHUSETTS 


86 


BANKING 


so 


CA WARN \ 
\ 
( 
q | 
( 
( 
= 


isetts 
tions 
strial 
or 
been 


es to 


offers 


strial 
dable 


STRIAL 
USETTS 


‘TS 


IKING 


BAN KING 


(ontents 


Tue ConDITION OF Business 

Words and Music 

Just a Minute 

Wage and Hour Uncertainties 

Liabilities of Bank Directors ‘ 

II. Meet the Monopoly Alternates 

Capital Loans and Employment . 
What Second Grade Bonds Are Up Against 
Toward Sounder Tax Policies : 
A Plan to Trip the Counterfeiter . 

Real Estate’s Worst Headache 

The Legal Answer Page. 

You Are Cordially Invited (Pictures) 

How to Spot a Counterfeit (Pictures) 

Down on the Hydroponic Farm —_— 
The Month (Pictures) . 

Accent on Public Service (Pictures) . 


Advertisers 


Abbott Laboratories ; 

Affiliated National Hotels . ey 
Allen Wales Adding Machine Corp. . 
American Credit Indemnity Co... 
American Mutual Liability Insurance Co. 
Anthracite Industries, Inc. 

Armour & Co. . 


BANKING. . 
Burroughs Adding Machine Co. 


Canadian Pacific Express Co. . 

Chase National Bank... 

City National Bank & Trust Co. 
Commercial Credit Co. aa? 
Commercial Investment Trust, Inc. . 
Commercial Union Group 


Crane Co. 
Credit Life Insurance Co. ; 


Daymeter Co. . 
DeLuxe Check Printers, Inc. 
C. J. Devine & Co. 


Felt & Tarrant Manufacturing Co. 
Fidelity Investment Association 
Financial Advertisers Association . 
Fireman’s Fund Group 

First National Bank of Chicago 
First Wisconsin National Bank 
Fulton National Bank . 


General Motors Acceptance ssa 
Gregory Fount-O-Ink Co. . 
Guaranty Trust Co. 


Halsey, Stuart & Co., Inc. 
Hammermill Paper Co. 
Hartford Fire Insurance Co. 


Improved Risk Mutuals 
Institute of Bank Stationers 
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Continental Illinois National Bank: and Trust Co. 
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Many Happy Returns (Pictures) . 
Financial Advertisers in Ft. Worth (Pictures) 
News Paper . . 


CONVENTIONS 


Today’s Real Estate Loans “we oad 
Methods and Ideas. . .. 

Insuring the Wheat Crop . 

Capital Credit Banks 

Next Year’s Taxes . 

How Some Banks Increase Loans 

New Money Requirements 

A Federal Lending Study ._. 
Keeping Lazy Dollars at Work 


Ask BANKING 


A Postal Money Order Hazard 
The Uses of School Savings 


Insurance Company of the State of Pennsylvania 
International Business Machines Corp. 

Investors Syndicate 

Italian Tourist Information Office 


C. F. Kappes 


George LaMonte & Son 
Lawrence Warehouse Co. . 

Live Stock National Bank ; 
Lumbermens Mutual Casualty Co. 


Manufacturers Trust Co... 

Marchant Calculating Machine Co. 

L. Marder 

Marine Trust Co. of Buffalo 

Maryland Casualty Co. 

Maryland Trust Co. 

Massachusetts Development and Industrial Comm, 
Julius Mathews Special Agency 

George S. May Co. 
Mercantile-Commerce Bank and Trust Co. 
Millers National Insurance Co. 

Moody’s Investors Service . 

Morris Plan Insurance Society 


National Bank of Detroit 

National Cash Register Co. . . 
National City Bank of Cleveland . 
National Surety Corp.. . . 
National Union Fire Insurance Co. 


Philadelphia National Bank 
Pittsburgh Plate Glass Co. 
Polaroid Corporation 


R. G. Rankin & Co. 
Recordak Corp. 

R. J. Reynolds Tobacco Co. 
Royal Bank of Canada 


Sengbusch Self-Closing Inkstand Co. 
Standard Accident Insurance Co. 


James Talcott, Inc. 
Texas Corp. . 
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FIDELITY 
INCOME PLAN 


Now in its 


Its appeal is steadily increasing 
month after month 


fo menage the first eight months of 
1938, the volume of business done 
under the Fidelity Income Plan showed 
a 42.1% increase over the same period 
in 1937. 

Better than any other evidence that 
might be presented, this indicates the 
confidence of thrift-minded men and 
women in the soundness of the Fidelity 
idea. 

By setting aside small amounts regu- 
larly, individual participants in the Fi- 


delity Income Plan provide themselves 
with income protection for the future. 

The Fidelity Income Plan is not 
offered as a substitute for life insurance 
or a bank account, but rather as a valu- 
able supplement. It operates on an ac- 
tuarial basis with a definite maturity 
date. 

A Fidelity credit file, listing the men 
of recognized financial standing who 
manage Fidelity’s affairs, is available to 
any interested banking institution. 


Established over 27 years .. . Assets over $38,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


Joun MarsHatt . Washington, D. C. 
Chairman of the Board 


Marshall and Forrer 
Former Assistant Attorney General of the United States. 


Howarp E. Reep . . . Pittsburgh, Pa. 
Vice-President 


Carmi A. THompson.Cleveland, Ohio 


President 
Director, Ohio State Life Insurance Co. 
Chairman of Board, International-Stacey Corp. 
Chairman of Board, Midland Steamship Co. 
Former Treasurer of the United States. 
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BANKING’S DIGEST—OCTOBER 1938 
A Nationwide Report of Outstanding Speeches 


Public Fire Departments WALTER WYATT 
Serial Credit for Business JOSEPH W. SIMPSON, JR. 
Dangers to Democracy NICHOLAS MURRAY BUTLER 
Functional Cost Finding 

New Times, New Revenues 

In the Good Old Days 

Creative Work 

Free Enterprise 

The Public’s Opinion 


Baskets for Mortgage Eggs 
Advertising’s Biggest Job 
Tools for Utility Regulation 
How to Help the Country 
An Excellent Credit Risk ELBERT S. WOOSLEY 
Dividend Responsibility J. VAN NORMAN, JR. 
Attacking Our Own Supply Trains ............. L. LAIRD DEAN 

W. J. BRYAN 100 
The Real Romance of Banking P. D. HOUSTON 100 
In the National Interest CARLE C. CONWAY 101 
The Facts About a Business SIDNEY J. WEINBERG 102 


& 


A Matter of Tempo C. B. TAILBY 102 
The Biggest Prize 


Trends and Times 


Sir John Simon ...Frank P. Graves... Alfred P. Sloan, Jr. ... William Green 

Marshall R. Diggs . .. Matthew Woll . . . Robert E. Lamberton . . . Thurman Arnold 

Harold E. Taylor... Frances Perkins...R. Gray Williams... Harold L. Ickes 
William S. Cothran 
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A MEETING IN 1914 
helps you get your 
money's worth in 


advertising space 
TODAY 


F you bought advertising space thirty 
years ago, you will remember how 
hard it was ... how frequently impos- 
sible—to get information on circulation 
needed for effective space buying. 


In 1914 a group of clear-headed men, 
tired of deploring the situation, re- 
solved to do something about it. Their 
meeting resulted in the formation of 
one of the most remarkable examples 
of an industry’s self-control—the Audit 
Bureau of Circulations. 


Today, A.B.C. reports reveal and ana- 
lyze NET PAID CIRCULATION—the 
true measure of advertising value. 


A.B.C. reports answer the three vital 
circulation questions: how much is 
there? where is it? how was it secured? 
A.B.C. reports give verified informa- 
tion on the quantity, and an important 
index of the quality of circulation. 


Before you buy space in any publica- 
tion, study the A.B.C. report carefully. 
Know what you're getting. Then buy— 
and get what you pay for. 

@ 
Ask for a copy of our latest A.B.C. 
report. It will give you quickly and 
completely the facts you want to know 
about the circulation of this paper. 


“Evidence”—a booklet © 
which tells the story of ~ 
BANKING’s markets 
is yours upon request. 


BANKING 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


An A. B.C. 
Publication 


A.B.C.= Audit Bureau of Circulations= FACTS as a yardstick of advertising value — 
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Public Fire Departments 


WatterR Wyatt, General Counsel, Board of Governors, 
Federal Reserve System, before the NortH CAROLINA 
BANKING CONFERENCE. 


<b insurance of deposits undoubtedly has been of great 
benefit in creating increased confidence in our banking 
system on the part of small depositors. It has also further 
strengthened the supervision of banking in the United 
States by providing for Federal examination and supervision 
of insured banks which are not members of the Federal Re- 
serve System. But we should not delude ourselves in the 
belief that it will cure all of the defects in our banking 
system. 

Even in preventing runs, it cannot be expected to be com- 
pletely effective, because deposits are insured only up to 
$5,000 and this affords relatively little protection to large 
depositors. It probably will prevent the type of run that is 
manifested by large numbers of small depositors lining up 
before the tellers’ windows and demanding their cash across 
the counter; but it cannot reasonably be expected to prevent 
that type of silent run which consists of the large depositors 
checking out their balances or pulling them out in large 
amounts by means of wire transfers. It is this latter type of 
run which closed many of the large banks in the financial 
centers and locked up the deposit balances of their country 
correspondents, with disastrous results not only to the city 
banks and their customers but also to their country cor- 
respondents. 

Unfortunately, many of the smaller banks have not yet 
availed themselves of the facilities afforded by the Federal 
Reserve System and particularly the facilities of safe de- 
positories for their reserve funds and the means of obtaining 
discounts and advances not only in prosperous times when 


Serial Credit 


JoserH W. Smpson, Jr., Vice-president, First Wisconsin 
National Bank, Milwaukee, before WiscoNnsIN STATE 
CHAPTER, AMERICAN INSTITUTE OF BANKING. 


gatos loans, or what some banks have preferred to 
call “intermediate credits”, have been absorbed by our 
banking structure to some extent in the past five years. 
Passage of the Securities Act of 1933 was followed by al- 
most a complete cessation of new public financing due to the 
unwillingness of corporate officials and investment bankers 
to subject themselves to the penalties provided in the act 
for misrepresentations. 

Companies which in many instances would have gone to 
the investment market for needed funds turned to their 
banks. The banks which up to this time had been in the 
habit of limiting loans to 90 days or six months in order to 
have eligible paper on hand at all times were able to respond 
as the Banking Acts of 1933 and 1935 authorized the Fed- 
eral Reserve banks to make advances to any member bank 
on its time or demand note secured to the satisfaction of such 
Reserve bank. 
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the demands of their customers for credit exceed their own 
capacity but also in times of financial stress when the city 
banks as well as the country banks are hard pressed to meet 
the demands of their own depositors for the repayment of 
their deposits. 

It is similar to the situation which existed in the old days 
before we had municipal fire departments. The only fire de- 
partments were those supported by voluntary subscriptions 
or by fire insurance companies, and in some places they were 
not supposed to protect anyone except subscribers or policy 
holders whose buildings were marked by iron plaques fas- 
tened to the walls. If anyone were so shortsighted or so im- 
provident as to refuse to contribute to the fund or to insure 
his house, the fire department was supposed to refuse him 
assistance when his house caught fire. But it was found that 
this did not work, because a conflagration was likely to 
spread to the homes of members and sometimes it destroyed 
the whole town. So in most towns and cities they passed 
laws providing for public fire departments and compelling 
every property owner to pay taxes for their support. 

In this connection, attention is invited to the following 
paragraph from a speech delivered recently by your own 
Bob Hanes before the Utah Bankers Association: 

“As bankers, we should assume a more constructive atti- 
tude toward banking legislation and governmental regula- 
tion of the banking business. Whether we like it or not, 
under the system of deposit insurance, we have become our 
brother’s keeper. Therefore, we must be willing to subject 
ourselves to closer supervision in order that well managed 
banks may be protected from those that would not other- 
wise regulate themselves.” 

That is a realistic attitude which deserves serious con- 
sideration by every banker. 


for Business 


These credits as granted have generally been for a three 
to five year period and as indicated have ordinarily been for 
capital purposes. It follows that liquidation is ordinarily to 
be forthcoming from earnings or sources other than asset 
liquidation which is usually the case in the ordinary short 
term bank credit. Because of this capital aspect and longer 
term, amortization is invariably called for in the contract, 
the final payment ordinarily liquidating the credit in ques- 
tion in full. Other protective provisions are, of course, in- 
cluded in a term loan of this kind of which some of the more 
common are: 


. Maintenance of a minimum net working capital position. 

. Maintenance of a stipulated current ratio. 

. Restriction as to officers’ salaries. 

. Restriction of dividends to current earnings. 

. Limitation of funds to be allocated to fixed assets. 

. Restrictions as to merging with other companies. 

. Agreement to keep free from encumbrance all current and 
fixed assets. 


On some such basis a serial credit is established for a sea- 
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soned concern so that it may undertake some reasonable 
capital program. The funds are available when needed and 
the program, as indicated, invariably calls for retiring the 
obligation within a reasonably few years. 

It is interesting to note that in this type of loan (made 


Dangers to 


NicHoLtas Murray Butter, President of Columbia Uni- 
versity, in an address at the Parrish Art Museum, South- 
hampton, New York. 


§ pone are various ways in which the foundation of our 
American democracy may be undermined subtly and 
without attracting public notice. One of these ways is by 
revolution through taxation. The function of taxation in a 
democratic social and political order is simply to provide 
ways and means to carry on an efficient and liberal govern- 
ment by requiring the entire citizenship to contribute, each 
according to his means, toward the support of that 
government. 

The moment that the power of taxation is used in an at- 
tempt to redistribute the national savings and to penalize 
as though they were criminals those individuals whose honest 
accumulations are large, that moment taxation has departed 
from the principles upon which a democracy rests and has 
started toward building of a collectivist state by unseen 
and almost unsuspected forces. 

A second method of weakening the principles upon which 
democracy rests, without amending the Constitution, has 
been found in the habit which has been steadily growing at 
Washington and at several of the state capitals for a genera- 
tion past. This is to set up administrative boards or commis- 
sions in a great variety of fields and then to attempt by 


ordinarily to the larger corporations) a payment program is 
called for. This leads to the conclusion that an analysis of 
the large losses that came to the top between 1930-1933 has 
indicated that loans without programs lead the field in 
trouble and loss making. 


Democracy 


legislation to give them authority practically to control the 
administration of the major portion of the people’s business. 
Nothing could be more anti-democratic than that, and 
nothing more adverse to the public welfare. 

The unfortunate fact relative to these unseen but per- 
sistent underminings of the democratic principle is that they 
go forward so largely without any cognizance on the part of 
the general public. If this condition is permitted to continue, 
the day will come when American public opinion will awake 
to find that its form of government has been changed, that 
its democracy has been destroyed, and yet that its Constitu- 
tion has not been amended. 

It remains to mention one other anti-democratic tendency 
in our Government which from the time of George Washing- 
ton has been felt by many to be a real danger to the demo- 
cratic republic. That is the exaltation of the power of the 
presidential office. 

It is plain on the one hand that the presidential office 
must have dignity and authority proportionate to its dis- 
tinction and that in the field of administration it should be 
supreme if it is to be effective. 

It is when the direct power of the Executive is extended 
beyond the field of administration to that of policy-making 
and policy-shaping, which are solely the function of the 
legislative branch of the Government, that it may easily be- 
come a danger to democracy. 


Functional Cost Finding 


R. G. Rankin, of R. G. Rankin & Co., Certified Public 
Accountants, New York, before the VirrcintaA BANXERS 
CONFERENCE. 


costs are worth developing at all they should be de- 
veloped on the most accurate basis feasible. Everyone 
who has really studied the subject realizes that operating or 
item costs must be developed along functional rather than 
departmental lines where departments perform numerous 
functions. Departmental costs mean nothing unless applied 
to the functions performed. 

What is the solution? After ail expenses have been charged 
or distributed to departments, I believe the practical solu- 
tion in banking, as it has proved to be in industry, is to dis- 
tribute the departmental expenses to functions on the basis 
of the time consumed in performing each function. Is that 
fundamentally sound? It is when you consider that the most 
important element in any business is man power—the hours 
worked and the results obtained. 

Such a procedure or system, of course, necessitates two 
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daily departmental records, namely, a daily time report 
from each departmental employee showing the hours worked 
on each function, and a daily count and report of the items 
handled—the functions performed. Some will say that is en- 
tirely too much work. Possibly so, but let’s consider that 
objection from the standpoint of the work involved and the 
results obtained. 

On employees’ daily time reports, it is granted those re- 
ports will take some additional time, possibly five or ten 
minutes a day. It is also granted the reports will not be 
deadly accurate; no one expects employees to account for 
the last minute of time. Approximate time is all that is nec- 
essary for practical purposes. In this connection, many 
banks require employees to punch “in” and “out” time 
clocks to account for their working hours. Employees are 
often paid on that basis. If that is essential, why is it not 
just as essential to know and measure what the employee 
does during those working hours? 

A daily count of items requires some additional time, but 
not as much, I believe, as generally considered owing to the 
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fact that so many bank machines in use have automatic 
counters. Besides, in the development of item costs the rela- 
tionship of the activity to the aggregate deposit balance 1s 
developed. That is valuable information as operating ex- 
penses always vary with the size and activity of deposit 
accounts. The operating expense per thousand of deposits is 
always higher in a bank with many small but active ac- 
counts than in a bank with larger but less active accounts. 
Possessing that essential information, a bank may avoid try- 
ing to build volume—just more deposits—by attracting 
unprofitable business. A worship of volume alone probably 
constitutes the major sin of American business. 

After a bank has charged or distributed all expenses to 
departments and established the working hours to the func- 
tions performed, allocating the departmental expense to 


functions is comparatively easy. A simple example of a 
proof and clearance department, based upon hypothetical 
figures, will illustrate: 

Monthly Percentage Expense 

Hours Hours Allocated to 

Functions Worked Worked Functions 
Clearinghouse 25% $1,000 

Transit items 7 15 600 

20 800 

40 1,600 


100% $4,000 
The expense allocated to functions divided by the items 
handled under each function gives the actual cost per item. 
The same procedure, of course, would be followed in the 
other operating departments, including bookkeeping. 


New Times, New Revenues 


Apa A. LeEror, State Bank Examiner, North Dakota, 
before the INDEPENDENT BANKERS ASSOCIATION. 


| DO not believe that we can hope, within our time, to see a 
return of the financial conditions which made the bank- 
ing business so profitable and pleasant during the first 20 
years of this century. Whether we like it or not, we must 
recognize that we are in a changing age and if we would sur- 
vive we must change with the times. 

Old sources of revenue have been greatly curtailed and in 
some cases entirely eliminated; new methods of financing 
have been developed and new competitive agencies have 
been established. It has come to a situation where a banker 
must not only be a good credit man but must also be a re- 
sourceful and progressive executive who can overcome the 
handicaps I have mentioned by seeking and utilizing new 
sources of revenue and by giving constructive thought to the 
reduction of operating costs. 

In,my state a very gratifying improvement has been 
shown during the past few years in net operating revenues. 
While investment income has been materially reduced by 


the general lowering of interest rates and the highly liquid 
condition maintained by our banks, the alert and resource- 
ful banker has been able to supplement this revenue and, to 
a large degree, make up the deficiency by a judicious ap- 
plication of just and proper service charges. 

One thing we have come to realize is that it is not good 
business to attempt to load all of the cost of operating our 
banks on the borrower. Much of our troubles in the recent 
past can very readily be traced to a policy of giving free 
services to everyone except the borrowing customer and at- 
tempting to make him the burden bearer of the whole struc- 
ture of operating expense, deposit interest and stockholders’ 
revenues. 

While I still believe that loaning money is one of the im- 
portant functions of a bank, both to itself and to the com- 
munity it serves, I also contend that other services rendered 
by banks are just as important and valuable to their cus- 
tomers. 

There is no good reason why these services should not 
be paid for by the customer, without regard to his relations 
with the bank as a depositor or otherwise. 


In the Good Old Days 


T is very interesting to hark back and see how the old boys performed in the good old days. 

I recall an interesting conversation with a rugged individual who had conducted a very 

successful banking business in western Nebraska for more than fifty years. He told me this 
story: 

He said that in the late ’80s he started a bank in a small western Nebraska cow town. Au- 
thorized capital $5,000, of which he paid in $2,000. He employed a cashier, bookkeeper, teller 
and janitor all wrapped up in one $65-per-month man. His furniture and fixtures consisted of 
a desk and an iron safe, housed in a small frame lean-to. Most of his banking was done on 
horseback. 

Two years after this little bank was started he was visited by a bank examiner. The re- 
quirement of the examiner was that capital of $5,000 must be entirely paid in. After ten years 
of operation, this banker told me, he still had his $5,000 original capital, and in addition had 
earned surplus and undivided profits of $95,000. A very excellent batting average. By the 
way, his interest rate was, for the most part, 3 per cent per month. 

This banker had, of course, two distinct advantages over the present day banker, in the 
matter of building up surplus and undivided profits. He had a very low expense account, and 
he had the benefit of a very good interest rate. If that is a fair sample of country banking in 
the '80s and 90s, it seems to me that those old boys had much easier going than bankers have 
today.—A. J. JoRGENSON, President, American National Bank, Sidney, Nebraska, before the 
Colorado Bankers Association. 
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Business, Government, People 


Business as a social institution was discussed at the Univer- 
sity of Chicago’s recent Conference on Business Education. 
Herewith are excerpts from four of the addresses. 


Creative Work 


opener sar activity in business does not mean merely the 
devising of new gadgets to make living more compli- 
cated and selling more high-pressure. On the contrary, it 
means the devising of simpler, more direct and less wasteful 
economic arrangements so that masses of people may have 
not only needed products but also needed services of civi- 
lized living. It means an expansion of the service professions. 

Is there any good reason why persons of moderate means 
should not have satisfying vacations in the open country for 
a dollar a day? Would it not be possible to organize compa- 
nies to lease home workshop equipment to unemployed 
families and to adolescent youth so that they may have the 
creative satisfaction that comes from making with their 
hands the things they need? 

Are not economic arrangements possible that will enable 
the middle-class family to pay for its medical care on some- 
thing approaching a sound budgetary basis? Can we not 
improve greatly the system of retailing credit, which is now 
so largely a wholesale commodity, so that the common man 
can meet extraordinary expenses more readily? Can we not 
provide a system for better circulation of used merchandise 
so that those who cannot afford new can get greater values 
in used, and those who can afford new will be able to get 
rid of the used? These and many other such potential activ- 
ities involve creative organization. 

We have to work creatively to live. We have to organize 
to do this work effectively in a society as complex as ours. 
The kind of organization of society we want is that which 
will release the most creative energy, and release it most 
directly, productively and efficiently. 

Business, which is the organization of work, has to be a 
social institution—Joun H. Mitter, Miller Publishing 
Company, Chicago. 


Free Enterprise 


iw under economic planning we could expect the develop- 
ment of a better people, we could well afford to pass up 
the material advantages of private capitalism. But under 
planned economy the pressures of collectivistic action 
inevitably weaken its citizenship; servility replaces initia- 
tive, and independence gives way to blind obedience. 
Whereas regimentation blights the soul of man, free enter- 
prise brings out all the energy and resourcefulness of the 
individual who sees success as a matter of personal effort. 
Courage, industry, and self-reliance bring their rewards 
under a free system. 

If this successful free enterprise and personal liberty are 
to be saved for future generations in America, it is going to 
take aggressive and clear-cut action on the part of the Gov- 
ernment, of business, of labor, and of agriculture. These 


groups should work together so that our economy will be one 
of abundance and not of scarcity; will provide incentives for 
efficient leadership; and will provide maximum security for 
all the people. 

To achieve these ends government must fight monopoly, 
lay the ground rules for business, define and place on busi- 
ness such social obligations as are needed to provide a high 
degree of security for all. But it should not restrict produc- 
tion through bureaucratic control of business, industry, and 
labor; it should not invade the business field and it must 
avoid any participating in the actual management of private 
enterprise. 

All groups must put an end to their incessant demands for 
special privilege. They should go to Washington for one 
purpose only—to insist that free enterprise be kept free 
in America.—Paut G. Horrman, President, Studebaker 
Corporation. 


The Public’s Opinion 


7. does government think of business? No clear-cut 
simple answer is possible. Government interpretation 
of business must come from analysis and appraisal of a mass 
of contradictory pronouncements and activities on the part 
of government. 

In one breath spokesmen for government announce that 
private enterprise has outlived its usefulness; that it im- 
pedes approach to sound social objectives; and that in con- 
sequence it must be subjected quite generally to close 
governmental direction and regulation, or in major part be 
supplanted by a “planned” economy operating under 
governmental direction and control. Simultaneously, other 
government spokesmen are saying, “We are absolutely 
dependent on private enterprise for the production of goods 
and services, and to provide employment and livelihood for 
the mass of our population. Government has no fundamental 
quarrel with private enterprise.” 

If we look at governmental activities, the record is equally 
contradictory. At the same time that action is taken to 
shake up the competitive system—“to promote a wider 
distribution of the good things of life’’, “to liquidate special 
privileges”, “civilize competition”, “protect the little fel- 
low”, and freeing enterprise by “removing the obstructions 
to interstate commerce”, “priming the pump”, currency 
tinkering and other sundry activities—we find government 
actively engaged in enhancing the special privilege and 
monopoly position of many groups against which war was 
declared; building up new special privilege groups to the 
discomfiture of the “little fellow” under the guise of “civiliz- 


ing”, actually supplanting competition; burdening instead | 


of freeing the flow of commerce by wage and hour tariffs 
against the rural and smaller urban districts, and hampering 
recovery by cost raising tactics which have effectively neu- 
tralized the recovery measures of pump priming and cur- 
rency tinkering. 

But perhaps this very confusion and stupid inconsistency 
in government interpretation of business should be a source 
of hope rather than despair. Perhaps what is happening is 
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precisely what we should expect of democratic processes in 
the circumstances. If government, in the sense of a group of 
elected representatives and administrative officials, did have 
a definite theory and philosophy upon which a logically 
consistent program were in process of development, that 
might very well be a dangerous portent for both democracy 
and business. The Government is “we, the people.”’ For the 
most part government has been responsive to, and with few 
exceptions, has reflected the will of the people. The question, 
therefore, becomes, “‘What does the public think of busi- 
ness? ” 

The answer is that business has lost its power of leadership 
and its prestige is unbelievably low; it is held to be an 
outmoded institution; a failure. This attitude is a conse- 
quence of the long period of depressed business and unem- 
ployment, the rapidly increasing proportion of the popula- 
tion in the higher age groups, the long run trends toward 
monopoly, the disturbing character of technological change, 
cyclical fluctuations in business, failure adequately to 
advance personal adjustment and developmental services, 
and labor market services. Thus business has become a more 
precarious and unsatisfactory source of livelihood and 
service, as well as a less satisfactory way of life. 

What does government think of business? The present 
muddled reaction could not properly be characterized as a 
thought or an interpretation. But what the future inter- 
pretation of business by government is depends primarily 
upon business leadership.—RALEIGH W. STONE, Associate 
Professor of Industrial Relations, University of Chicago 
School of Business. 


Iron Men 


—— is a new kind of migration—the migration 
of iron men—and like all migrations it displaces workers. 
Government put an end to immigration in the 20’s but as 
yet has taken no responsibility in regard to the disintegrating 
of jobs and work and industry which results from invention. 
But invention, while destroying some jobs and some indus- 
tries, creates new jobs in its wake. New opportunities replace 
old. 

The Government’s responsibilities in regard to invention 
lie in many directions. One of its first responsibilities is to 
revise the patent laws in view of the economic and social 
situation. Companies should not be allowed to buy up pat- 
ents and hold them idle for 20 years. Technology improves 
the standard of living and the more inventions made use of, 
the higher the general standard will go. A frequent inventory 
of the impending new inventions and the state of their 
development, as well as their possible social effects, should 
be made public. 

No planning by any government should be made without 
considering technology. Plans should be worked out for the 
effective administration of employment exchanges and dis- 
missal wage laws. After all, the Government encourages 
patents which do the revolutionary work which creates the 
explosion which takes the jobs away. Therefore the Govern- 
ment should acknowledge its responsibilities and act ac- 
cordingly F. OcxBurn, Professor of Sociology, 
University of Chicago. 


Baskets for Mortgage Eggs 


Paut M. Stoner, Federal Housing Administration, before 
the VircintA BANKERS CONFERENCE. 


WE have all been thoroughly educated to the benefits of 
diversification. It was Cervantes writing 350 years ago 
who sagely advised: “It is the part of a wise man to keep 
himself today for tomorrow, and not to venture all his eggs 
in one basket.” A mortgage portfolio, too, should be carried 
in several different baskets lest, if the basket should be 
dropped, all the eggs should be broken. 

Of course, one must compromise the ideal with the prac- 
tical. Obviously there is a limit to the number of investment 
baskets your personnel can carry. A bank with a large staff 
and a big portfolio of mortgages can diversify its portfolio 
much more than a small one. Nevertheless, there are certain 
fundamental principles of diversification which most banks 
can properly apply. 

One of the most common methods of diversifying is to 
limit the maximum which may be invested in a particular 
community, neighborhood or type of property. Thus in work- 
ing out a fund conversion policy of a bank it is advisable to 
limit the percentage of the portfolio which may be invested 
in a particular community or in a neighborhood. The maxi- 
mum percentage which may be invested in each type of 
property—for example, commercial property, apartment 
houses, and single-family houses—should also be definitely 
specified. As a further safeguard, the maximum amount 
which may be placed in any mortgage may be specified. 
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Another type of diversification which, although it does 
not attempt to minimize possible losses, does attempt to 
prevent earnings from declining, is the diversification of 
maturity dates. 

The rise and fall of interest rates is a phenomenon known 
to all. Let us suppose that a bank has a large part of its 
mortgage portfolio in straight mortgages maturing at a time 
when interest rates are low. In such a case the bank would 
be forced to refinance these mortgages at low rates of inter- 
est or speculate on the future rise in rates and, pending this 
possible rise, keep its funds in cash. 

Of course, if a bank should be successful in its speculation 
and be able to invest all of its funds when interest rates are 
at their highest level, its profits would be far above the 
average. But speculation is extremely dangerous and results 
more often than not in a loss instead of a profit. The average 
human being is not gifted with sufficient foresight to be 
always able to pick the highs and lows of our speculative 
cycles. 

The only safe procedure, then, is to stagger the maturity 
dates of the mortgages so that the bank has a constant influx 
of funds that may be reinvested promptly regardless of the 
prevailing phase of the business cycle, thereby maintaining 
its earnings at a constant level. 

Amortized mortgages, because of the provision for period- 
ical repayments of principal, permit the bank to adopt a 
continual reinvestment program and thereby to avail itself 
of changes in the rates of interest. Straight mortgages, on the 
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other hand, in order to have a proportion of the portfolio 
maturing in successive stages of the business cycle, should 
have their maturity dates staggered. Diversification of 
maturity dates, combined with periodical amortization of 
principal, will help to maintain a bank’s earnings at the 
highest possible level consistent with conservative banking 
practices. 


The percentages to be used in working out the various 
categories in the program of diversification must necessarily 
at first be arbitrary. But as you accumulate experience rec- 
ords on the various types of mortgages, you will be able 
to determine more scientifically the limits which should be 
placed on each, and thereby attain a well-rounded and 
practical mortgage investment policy for your bank. 


Advertising’s Biggest Job 


ALLYN B. McInTrIRE, Vice-president, Pepperell Manufac- 
turing Company, before the INsURANCE ADVERTISING 
CONFERENCE. 


— more than ever cares a great deal what the 
public thinks of it and its corporate entities. We all 
want favorable public opinion and yet very few of us are do- 
ing anything about using a tool that we have right in our 
very own hands to mould favorable public opinion. 

You may be aware that many of us who handle product 
advertising are concerned with making sure that every ad- 
vertisement we publish shall actually sell almost every 
reader of that advertisement one of our products. It is possi- 
bly carrying coals to Newcastle to tell insurance advertisers 
a belief I have, which is that all advertising should not sell. 
Now that may sound just a bit odd but I mean it neverthe- 
less—all advertising should not sell. I still feel that some ad- 
vertising should do a little moulding of favorable public 
opinion toward the company which publishes it. 

If we and others had been and were even now a little bit 
more concerned with moulding public opinion more favor- 
ably towards our companies, then I believe that agitators 
would never have had the grounds for operations which we 
have given them. We’ve made ourselves vulnerable. 

We have not used advertising and its great power to tell 
the public more of the intimate details about our businesses. 


I think American industry has failed through advertising to 
sell itself to the American public and in that I believe that 
advertising’s biggest job is still to be done. 

The public these last few years has been led, dragged, 
beaten and driven into believing that American business is 
crooked. Sure there are crooks in business as there are am- 
bulance chasers among lawyers, quack doctors, and clergy- 
men who aren’t worthy to wear the garb of a preacher, but 
you don’t condemn all doctors, lawyers and preachers be- 
cause of the sins of an isolated few. 

By and large most business men are honest. The trouble is 
they are gentlemen, and Emily Post says that a gentleman 
should not talk about his good qualities. It just isn’t done. 
But since politicians are not only talking pretty much about 
themselves these days and at the same time not only infer- 
ring but emphatically saying that we are crooks, it is high 
time we got busy and talked about ourselves. 

If the public knows more about us, knows more about 
how we make our goods, more about how we run our busi- 
nesses, how honest we are, and how we are striving with 
might and main to give them good merchandise full of hon- 
est value, well worth the price they are asked to pay for it, 
they won’t be so willing and ready to submit to these crack 
pots who lead them off into idle paths. 

That’s where advertising is coming in. That’s where ad- 
vertising’s biggest job is still to be done. 


Tools for Utility Regulation 


C. O. Rucctes, Professor of Public Utility Management, 
Harvard Graduate School of Business Administration, be- 
fore the MAINE SAVINGS BANKS ASSOCIATION. 


WE should recognize the fact that the economic and busi- 
ness problems of the power utilities can be solved only 
by those thoroughly familiar with such problems and who are 
in a position to approach the solution of these problems from 
an objective point of view. Obviously there is no such 
thing as a Democratic or Republican utility rate. Moreover, 
it is no reflection on the courts to say that they are not 
qualified to pass upon the economic and business problems 
of the utilities. The court’s function must necessarily be 
limited very largely to determining whether rates produce 
confiscation of the utility’s property or whether they produce 
such a high rate of return on fair values that they are unfair 
to consumers. 

The constructive program of public utility rate-making 
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and marketing must be carried out by the intelligent cooper- 
ation of public utility management and public utility 
commissions. But these commissions must be better equipped 
for the job than they have been up to date. 

Some of our present government activities appear to be 
based upon the assumption that our commission regulation 
has failed. It would be a fairer and a more accurate state- 
ment to say that commission regulation had never been 
given a fair trial. Our commissions must be properly tooled 
for the job. 

If we were to put out a fraction of the funds spent by the 
Government in what may be called indirect regulation of 
public utilities through competition, into the improvement 
of regulatory commissions, it is reasonable to assume that 
we could have secured some worth while results. If the reply 
is that we cannot get enough able men to serve as commis- 
sioners or as staff members of our commissions, then the 
rejoinder is that we cannot secure the much larger number 
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of able men that will be needed to manage the publicly 
owned and operated plants where opportunities for graft 
and dishonesty would be much greater than it would be in 
the service of a regulatory body. 

But even if we go over completely to public ownership and 
operation we will need to have regulation. Changing the 
label of ownership does not solve the business problems of the 
utilities. The public will be foolish if it does not adopt public 
ownership and operation if such a system will give it a 
superior service at less cost. Our public utilities do not exist 
merely to give employment to private capital but rather to 
render service to the public. But the intelligent supporters of 
public ownership and operation ought to be the very ones to 
demand that managers of public plants be just as free from 
political control as possible. In other words, the public 
should not fool itself about the results it may or may not be 
securing through government ownership and operation. 
The only way it can know the facts is to have effective regu- 
lation of public as well as of private operation. Managers of 
public utility plants cannot be expected to succeed if they 
are subject to political orders. 

There appears to be no escape from the conclusion that if 


we are to have effective regulation of public utility finance, 
it must come through better financed public utility com- 
missions. Only in this way will able men be attracted to the 
work and encouraged to look forward to a career in com- 
mission regulation. On this phase of the matter the private 
utilities have sometimes been short-sighted in that they 
have opposed the financing of these commissions by some 
sort of automatic plan of levying a tax on, say the gross 
receipts of the utilities. If the utility commissions are not 
financed in this way they will need to be financed by ap- 
propriations made by the legislatures. This in turn will mean 
that during depressions when there is an urgent demand to 
curtail expenditures the appropriations of the commissions 
will be reduced and they will lose some of their most able 
commissioners and staff members. 

This is precisely what did happen to commissions depend- 
ent solely upon legislative appropriations in the depression 
years following the panic of 1929. It is clear that such a 
breakdown of regulation is against the interests of utility 
investors and utility consumers. It is not an exaggeration to 
say that where effective commission regulation ends, there 
political regulation begins. 


How to Help the Country 


W. J. CAMERON, Ford Motor Company, before the Forp 
Merit CLus oF ATLANTIC City. 


E can do more for the country by working at our jobs 

than we could do if we were members of Congress. 
There is just one answer to the whole situation and that is 
work. The country will be saved, lifted out of the doldrums, 
not by roseate schemes, legislatively imaginable but other- 
wise impossible, but by those who believe in work. 

Rich as we are, this country never has produced enough 
for our people’s needs. The answer to the depression is pro- 
duction and work. That responsibility is on every one of us. 
There is no more patriotic service for any man than to con- 
tinue the work he is doing today. 

If a large share of what we do is to promote the common 


An Excellent Credit Risk 


ELBEert S. WoosLey, Vice-president, Louisville 
Trust Company, Louisville, Ky., before the VIRGINIA 
BANKERS CONFERENCE. 


WELL-MANAGED personal loan department 

is a source of as little worry as any department 
in the bank, and frankly, at this time of uncertainty, 
one need not be as concerned about problems in this 
department as about problems related to other 
earning assets. Diversity of risk, continuing and 
regularity of liquidation, make them a desirable 
investment. 

It is nothing less than remarkable how the or- 
dinary individual will carry out the reduction sched- 
ule of a personal loan. There is something impelling 
about the regularity and routine method of repay- 
ment. Unquestionably the average small borrower is 
an excellent credit risk. 
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good and a large share of what we get is for the common 
good, then all the wealth in the world could not buy for you 
or me our individual share of the common good. Now where 
is this truer than in industry? 

Take any industry. What does industry do? Does industry 
provide people with their living? Did you ever say the 
means of your livelihood was the automotive industry? 
Nothing can live on industry. Not even a mouse can live 
in an automobile factory. 

What industry does is to provide tools by which men get 
their living and if it provides good tools to help people and it 
keeps these tools in good condition so that the people will 
not be hindered, would not you say that this is helping the 
country? 

Could you do any better in Congress? 


Dividend Responsibility 


J. Van Norman, JRr., Vice-president, First Na- 
tional Bank, Louisville, Ky., before the VrrGcInia 
BANKERS CONFERENCE. 


pe position of a bank director is a very respon- 
sible and not an easy one. 

Is it fair to a board of directors to charge them 
with the responsibility of declaring dividends without 
having available a study of the record as to losses 
which will enable them to feel reasonably sure that 
the apparent earnings are really available? 

I believe if I were a bank director I should require 
such a study to be made in my bank. And even if the 
directors do not make this requirement, then it 
would seem clearly a part of the duties of the officers 
of the bank to be able to support their earnings 
statement with a demonstration from the record that 
their reserve policies are adequate. 
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Trends and Times 


Fire 


a beginning of a conflict is like the beginning of a fire 
in a high wind. It may be limited at the start, but who 
can say how far it would spread or how much destruction it 
would do or how many may be called to beat it out?—Sir 
Joun Simon, Chancellor of the British Exchequer. 


Nine Good Rules 


_ your work—learn to like it if necessary. 
Take pride in the quality and quantity of your output. 

Do not be afraid to do more than you are paid to do. 

Aim to accomplish 10 per cent more and 10 per cent better 
work than any of your associates. 

Invite and undertake assignments. 

Cooperate with both your superiors and co-workers. 

Keep physically fit. 

Have confidence in yourself and your ability. 

Cultivate a will to win——FRANK P. Graves, New York 
State Commissioner of Education. 


1939 Cars 


—— will be no radical changes in the automobile in- 
dustry in 1939. The industry will follow the course of the 
last couple of years and progress through evolution—that is, 
refinement of details and improved appearance rather than 
by anything radical—AtLrrep P. SLOAN, Jr., Chairman, 
General Motors Corporation. 


NLRB 


— complaint which the American Federation of Labor 
and its affiliated organizations make is against the ad- 
ministration of the (Wagner) act. We are convinced that 
dominating influences in the National Labor Relations 
Board have applied the law contrary to both its spirit and 
letter. 

The board, charged with the administration of the act, 
has set aside contracts honestly entered into between em- 
ployers and employees affiliated with the A.F. of L. units. 
This is a serious matter because even the courts of the land 
refrain from invalidating contracts except under the most 
extreme circumstances and conditions. 

Our disappointment over the administration of the act is 
keen. We cannot and will not acquiesce in the procedure 
followed by the members of the board. We shall mobilize our 
forces and strength in opposition to the administrative 
policies of the board, as now conducted.—WILL1AM GREEN, 
President, American Federation of Labor. 


Management 


WE are all striving to the end that banks shall be so oper- 
ated as to provide an adequate circulation of the capital 
of the country, to provide a safe depository for the savings of 
the people, and to provide an ample return to the banker 
upon his investments and his services. 

In the last analysis, however, attaining those objectives 
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requires sound, competent management. Such management 
cannot be legislated. It can be provided only by the bankers 
themselves.—MarsHALt R. Diccs, Acting Comptroller of 
the Currency. 


“A Power Unto Itself”’ 


preston this law (the Wagner Act) we have created a 
great governmental machine. The National Labor Re- 
lations Board with its regional offices, its examiners and its 
nation-wide personnel, presents a ponderous machine. Day 
by day it is seeking to extend its power and its field of 
authority. 

It has the power to shape the boundaries of unions. It can 
and will make a labor movement to fit its own ideas. It can 
determine if and when a strike exists. It can and does decide 
when a labor agreement is valid or invalid. It has taken over 
many of the functions of unions themselves. It is an extra- 
judicial body in that its judgment or findings as to fact are 
beyond reach of question and irreviewable. Its authority as 
to facts is final. It is a power unto itself. It can make or break 
either an employer or a trade union. 

On the sole basis of whether a unit is a proper unit for bar- 
gaining, the board determines the boundaries of unions and 
their right to live. But unions have a score of proper func- 
tions besides bargaining. To throw all these other functions 
out of the picture is to shear away with one sweep all the 
broader life and usefulness of organized labor. 

Let me make it plain. The board’s principal interest has 
been to center its full attention on the one function of driv- 
ing a bargain. That means centering on selfishness; it means 
contracting almost to the vanishing point the value of broad 
citizenship interests. It under-cuts and undermines democ- 
racy. 

It is questionable whether we can go on accepting gains 
(under the act) without at the same time paying a price that 
we shall, as a people, regret most bitterly —MATTHEW 
WOLL, Vice-president, American Federation of Labor. 


Banking vs. “ Financiering” 


pod bankers should be permitted to engage in the bank- 
ing business. The buccaneer, the selfish business man 
and the candlestick maker should be kept on the outside. 

And what manner of man should a banker be? He should 
be a man who acts in accordance with the precepts laid down 
by Mr. McCulloch (Hugh McCulloch, first Comptroller of 
the Currency) 74 years ago, namely: Do not encourage 
speculation. Distribute the loans. Never deal with a rascal. 
Let the bank be controlled by lenders and not by borrowers. 
Remember that “splendid financiering” is not legitimate 
banking. And if I may be permitted to add a final word of 
my own, which I believe to be the most important of all, he 
should be a man ever conscious of the trust imposed upon 
him and of the duty which he owes to his depositors and to 
the nation. 

I have not only told you what manner of man I believe a 
banker should be, but I have told what manner of men I be- 
lieve the vast majority of bankers in this country actually 
are.—RosBert E. LAMBERTON, Judge of the Court of Com- 
mon Pleas, Philadelphia. 
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Remedies 


E problem now is how to unleash productive forces 

without taking the short and easy road to industrial 

autocracy. Preaching and denunciation of these systems is 
as useless as preaching against disease. 

The anti-trust laws have in the past, and I hope will con- 
tinue in the future, to furnish the general logic and formulas 
to maintain a system of free competitive industry. Their ap- 
plication to particular cases can serve to bring into relief the 
necessity for industrial legislation in the cases where the 
Sherman Act is inadequate. Thus we can obtain remedies 
directed at concrete problems, instead of remedies which 
cover so wide a field of unlike cases that they are full of con- 
tradictions THURMAN ARNOLD, Assistant Attorney Gen- 
eral of the United States. 


John Jones, Drugs 


UST like any other endeavor, there is good advertising 

and worthless advertising, whereas many persons seem 
to believe that all advertising is good. Advertise with a 
specific objective. Good advertising consists of bringing to 
the attention of your prospects a true picture of your quali- 
ties. Were you ever influenced into going past one drugstore 
to a more distant one because you had seen an advertise- 
ment reading merely “John Jones, Drugs?” 

Distributing a thousand blotters with the imprint of an 
agent will probably not produce a single policy, whereas a 
hundred copies of an interesting message to real prospects 
will invariably produce some business. 

Tell the public why they should do business with you. If 
there is no real reason, don’t advertise. Advertising won’t 
make up for the deficiencies of a business. Qualify yourself in 
some way, and then advertise—Harop E. Taytor, Sales 
Promotion Manager, American Insurance Company. 


4,700 Strikes 


_ early period of recovery from the depression was 
marked, quite naturally, by a larger number of indus- 
trial disputes than had marked the years of depression or 
even the years of peak prosperity. 

This increase, however, was in no way proportionate to 
the increase in the number of workers who were employed in 
industry for wages, nor was the seriousness or length of these 
strikes comparable to those of earlier years. 

The number of strikes in the United States in the year 
1937 was 4,700. In the year 1903, when we first began to 
keep figures on these matters, there were 3,600 strikes, 
about a thousand fewer. The number of persons employed in 
1937 for wages, however, was 38,000,000, exclusive of agri- 
culture, while in 1903 the number so employed was 19,900,- 
000. In other words, there was an increase of 90 per cent of 
the gainfully employed in industry since 1903 and an in- 
crease in strikes of only 30 per cent. 

Records have been kept since 1907 of the man-days lost in 
strikes: that is, the number of men on strike multiplied by 
the number of days they were out of work. These records 
show that in 1927 there were 707 strikes, but the man-days 
lost were only 8 per cent less than the man-days lost in 1937, 
when the number of strikes was 4,700. 

In other words, the strikes of 1937, though numerous, 
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were short and involved relatively few people. Forty per 
cent of the strikes in 1937 lasted less than a week, and more 
than half the strikes of that year involved less than 100 
workers.—FRANCES PERKINS, Secretary of Labor. 


Expert Training 


MY* brethren of the banking congregation, even if the 
Lord should smile upon us and applications for good 
loans should accumulate, the day of easy and ample profits 
is over. Increased and increasing taxes, increased and in- 
creasing expenses, will press and plague us on one side, while 
Government and other competition in lending will reduce 
our profits on the other side. 

If we are to be saved we must preserve our sense of good 
humor and graduate in the school of economic efficiency. 

Even the country banker no longer despises a graduate of 
schools of business and finance. The increasing complications 
of banking in a period of peaceful revolution, when each day 
one must adjust himself to some new thing, make the purely 
practical banker appreciate the need of the expert and the 
product of expert training —R. Gray WILLIaAMs, President, 
Shenandoah Valley National Bank, Winchester, Va. 


Our Social Soil 


— best way to protect ourselves against communism or 
fascism is to sterilize our social soil so that these noxious 
growths cannot take root, and the best way to do this is to 
provide for our citizens such a satisfactory social and eco- 
nomic lot that they will have no desire to experiment with 
alien systems that are repugnant to our institutions. 

We find so-called statesmen harrying the land for com- 
munists while bitterly fighting conservative proposals to 
remedy our economic conditions so that communism could 
have no chance to take root.—Haro tp L. Ickes, Secretary 
of the Interior. 


Farm Loan Pointers 


6 ees all-potent factor which will determine whether the 
commercial banks will regain their just proportion of 
farm loans is not the rate of interest charged but the careful 
investigation, the thoughtful judgment and the personal at- 
tention as to use of proceeds, which must be exercised by the 
banker in making the loan. 

Loans by bankers to farmers should be for the production 
of crops and livestock, and for soil improvement—rarely for 
any other purpose. A bank does the farmer a harmful injus- 
tice when it makes to him an excessive loan, greater than he 
can profitably use with the land and equipment he has to 
work with. Too often in determining the amount of the 
loan, the bank uses the yardstick of collateral instead of a 
measure of ability to repay. 

If your bank handles an appreciable amount of agricul- 
tural paper, your lending officer should know practical farm- 
ing, first for the safety of the loan in avoiding an excess, and 
second, in order to see that the proceeds of the loan are used 
to the greatest benefit of the farmer, thereby improving the 
financial condition of the borrower. WALTER S. COTHRAN, 
Vice-president and Trust Officer, National City Bank, 
Rome, Ga. 
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Prosperity Prospects 


E. M. BERNSTEIN, Professor of Economics, University of 
North Carolina, before the NortH CAROLINA BANKERS 
CONFERENCE. 


a. are the prospects for revival in the immediate 
future? The rise in the securities market encouraged 
many to look for a pronounced advance in industrial pro- 
duction in the near future. The indices of economic activity 
have shown that during the past few weeks the decline has 
been halted. There is not as yet any positive sign of revival. 
But the situation is promising. 

The most favorable time for expansion is January. If busi- 
ness can hold its own through the late Summer and Fall, it is 
entirely likely that revival will be noted before the end of this 
year. An expansion of consumption should occur in the near 
future due to the resumption of work relief payments on a 
higher level, and to the increased payments of unemploy- 
ment insurance benefits. 

An expansion of investment is also likely to develop in the 
near future. The money market is again easy, largely because 
of the reduction in reserve requirements and the desteriliza- 
tion of gold. Lower prices for steel, already announced, should 
encourage the purchase of durable goods. The improved out- 
look for investment is also indicated by the recent gains in 
the issue of new securities. 

Among the psychological factors conducive to a more 
optimistic outlook is the friendlier atmosphere in the rela- 


tions of government to business; and the decline, somewhat, 
in the aggressive spirit that accompanied the growth of 
trade unions in the past two years. 

If revival should set in between now and January, the 
expansion that follows is likely to be moderate and to con- 
tinue for three or four years. We cannot look for an advance 
into high level prosperity for eight to ten years, and in the 
meantime we must count on recession and depression at 
intervals of three or four years. The long upward wave that 
should begin in the next decade may inaugurate a period of 
sustained advance, interrupted only occasionally, in which 
the country should continue the progress that has always 
characterized its history. 

These are the views that I hold on the prospect of pros- 
perity. I believe they are cautiously promising. Most im- 
portant, there is the positive hope of reducing the number of 
unemployed to a level in which all willing and able workers 
will have a reasonable opportunity of finding employment. 
We cannot expect to achieve this objective without the 
positive cooperation of business, government, and labor. 

We have no reason to approach the future with pessimism. 
We have no right to approach the future with an enervating 
spirit of passive optimism. The proper spirit, the effective 
spirit, is one of meliorism—active optimism. The future is 
likely to be happy and bright if all of us contribute posi- 
tively to the maintenance of the conditions necessary for 
continued prosperity. 


Attacking Our Own Supply Trains 


W. Larrp Dean, President, Kansas Bankers Association, 
and President, Merchants National Bank, Topeka, Kans., 
before the ADIRONDACK BANKERS ASSOCIATION. 


finer assumption of ever-increasing social obligations by 
government, creeping upon us over the last 25 years, has 
continued to restrict the field of individual activity until all 
free institutions have been undermined. 

Our present situation is the natural outgrowth of more 
than 20 years of the gradual socialization of our institutions, 
the gradual assumption by government of obligations to- 
wards its citizens sincerely designed to relieve their burdens 
and improve their standard of living, but logically leading to 
the unintentional but nevertheless effectual restriction of 
their rights and destruction of their opportunities. 

The earliest anti-trust and anti-monopoly legislation, 
designed to curb the power of concentrated wealth, has 
become a boomerang, tearing at the structure of all business. 
Vindictive actions originally against Big Business only 
became so popular politically that such activities have 
broadened into attacks on business generally. Our politicians 
have capitalized the selfishness of a few in business for their 
persona] preferment, and by so doing have brought about a 
national antagonism to all business. 

Our position today as business men is the logical outgrowth 
of cleverly conceived and conducted propaganda, innocent 
enough in its original conception but now so broad and all- 
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inclusive in its scope that the correction of the philosophy 
which has developed in its support becomes the major task 
of every part of our society, although few as yet realize it. 

We are nationally in the anomalous position of attacking 
our own supply trains. Our proper national defense, the 
necessary and proper care of our needy, depends on sub- 
stantial revenues derived from the assessment of income. If 
means of income are destroyed then necessary functions of 
government will cease. If the wisdom of enlightened selfish- 
ness could come to politicians they would encourage business 
in order that it might be able to pay their bills. The fulfill- 
ment of society’s proper obligations in a country so broad as 
ours requires large and dependable sources of revenue. Sound 
reason would dictate a generous and constructive attitude 
toward those operations within society on which government 
must depend for its very life. Magnifying isolated instances 
of greed and occasional acts of selfishness within the ranks of 
business to produce national resentment against all business 
is a short-sighted policy for any one who professes a desire 
to perpetuate our free institutions. 

The precipitation of disagreements between groups, upon 
which politics thrives, causes group advantage and a result- 
ing unbalanced economy. An unbalanced economy brings 
direct social action by government, the assumption of in- 
dividual or group responsibilities by society as a whole, 
burdening other groups, putting penalties on them for the 
sacrifice and suffering they have courageously endured for 
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the maintenance of their own individu- 
ality, and by processes as logical as the 
processes of Nature herself, leading to 
the increase of social undertakings until 
free society and free institutions are 
destroyed. 

The financing of these broad social 
undertakings puts government into the 
lending business and consequently into 
the position of a borrower to such an 
extent that individual action is dis- 
couraged, if not directly opposed, and 
the savings of our people lie idle in our 
banks awaiting the capital levy which 
will naturally follow the final absorption 
of income in the ever increasing social 
activities of government. 

All of us, in the East, West, North 
and South—business men, laborers, 
farmers and politicians—profess our 
undying love of our free American insti- 
tutions, but we seem to lack the wisdom 
or courage to do anything to stop their 
destruction. 

Won’t we all be compelled to practice 
more patience and understanding, more 
real unselfishness? Is not the answer to 
most of our larger problems in business 
the rededication of ourselves to the 
basic principles of our democracy and 
the insistent demand for the return of 
our Government to only those activities 
designed to protect the individual in 
working out his own destiny? 

We cannot accomplish this quickly, 
but as the momentum of our descent 
from the high plane of our original pur- 
pose has propelled us into the economic 
chaos of our present situation, it seems 
to me the gradual momentum gained 
from each honest effort to reverse our- 
selves will accomplish a more rapid re- 
turn to economic sanity than we realize. 

No one wants to return to the evil 
practices of the past. Our experience 
taught us what they were; but our prob- 
lems as bankers and our problems as 
citizens cannot be solved, in my humble 
judgment, until we return as a nation to 
the simple faith of our fathers, giving 
again full power to the genius of the 
individual American citizen under the 
protection of an enlightened Govern- 
ment. 


Briefly — — 


O proper judgment can be passed 

upon most banks’ exercise of their 
credit-extending function until it is real- 
ized that the opportunities for lending on 
a sound basis in most communities are 
considerably less numerous today than a 
decade ago.—Lro T. Crow ey, Chair- 
man, Federal Deposit Insurance Corpora- 
tion. 
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‘Tae sprouting acorn with 
its delicate root tendrils, green 
stem, and budding leaves, has 
the exact organic form of the 
sturdy oak it one day may be. 


The smallest bank in a remote 
country town operates under 
the same kind of charter and 
performs the same type of serv- 
ice as the largest city bank. 


Your problems are our prob- 
lems; our needs are your needs. 
For more than a century and 
a quarter we have been serv- 
ing and have been served by 
other banks. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1863 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$39,000,000 


Member of Federal Deposit Insurance Corporation 
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Operate Good Banks 


W. J. Bryan, Assistant Cashier, Third National Bank at 
Nashville, Tenn., before the INDEPENDENT BANKERS 
ASSOCIATION. 


& the greatest generals are dependent upon their soldiers 
for victory, the independent unit banking cause rests 
upon each and every independent banker. The first step, 
naturally, is to operate good banks—banks that are recog- 
nized assets to their respective communities. Then, they 
must go further and educate their directors, stockholders, 
customers and neighbors regarding the vital relationship 
between the banks and them as individuals. If this is done, 
we need have no fear of harmful legislation. 

So far, so good. Having good banks, should our bankers 
not seek to perpetuate them insofar as lies within their 
power? It has been said that every institution is the length- 
ened shadow of one man. But some bankers are destroying 
these monuments to themselves through their failure to pro- 
vide and train worthy successors. This form of profession- 
suicide is a far more weakening influence on independent 
banking than might be suspected, and is worthy of our serious 
consideration as well as that of our banking supervisors. 

Speaking of bank supervisors, they are a mighty good 
whipping post which we can lay on with all our might when 
the occasion requires. We can often alibi ourselves out of a 
difficult situation by blaming the examiners or laws. This 
refuge should be sought sparingly, however, because it might 
sometime react on us. The recent rulings by the Federal 
Reserve Board and Federal Deposit Insurance Corporation 
relative to loans, which incidentally are thought by many 


bankers to be too lenient, probably could be traced in part 
to criticism resulting from buck-passing by bankers. It is 
elementary knowledge that our Federal Government gets 
something for everything it gives, and when we appeal for 
laws to accomplish ends that we fear to attain on our own 
initiative—for instance, reduction of interest on time 
deposits—we give up some of our independence. 

In line with this thought, there is reported to be consid- 
erable discussion in official circles at Washington regarding 
the possibility of applying the interstate commerce clause 
of the Constitution toward the elimination of our state 
banks. Those of us who might at first consider this impossible 
are reminded that this was the instrument by which state 
banks lost the circulation privilege. The Supreme Court at 
that time declared that the power to tax was the power to 
destroy. With so much control over state banks already pos- 
sessed by the Federal Government, who knows but what the 
Supreme Court will grant it this power also. We sincerely 
hope, Mr. Crowley, that your corporation will not prove to 
be a Trojan horse which will open up the walls that have 
heretofore protected the rights of our states. 

On the other hand, the current monopoly investigation by 
the Department of Justice should be helpful to the cause of 
independent banking. All of us will admit that there are 
grave dangers in any monopoly. Likening our economic 
body to our physical one, however, we know that we can en- 
dure the loss of many of our members, even though it be with 
considerable inconvenience. But there is one member that is 
indispensable—our banks. That is one monopoly that would 
bring death. 


The Real Romance of Banking 


P. D. Houston, Chairman of the Board, American 
National Bank, Nashville, Tenn., before the KENTUCKY 
BANKERS ASSOCIATION. 


— real purpose for which commercial banks were 
established is the extension of credit, and while the 
ability to perform that function is most dependent upon 
deposits, yet no free depository facilities could be main- 
tained for the public without earnings derived from credit 
extension. A community would receive little benefit from a 
bank whose only service was that of a depository. To bring 
together and hold unused the surplus funds of a community 
would convert a bank into a warehouse, and place it in the 
category of the hoarder, except for the expense of so doing. 
The depositor’s motive may not be so altruistic as to assist 
in credit extension, but he is amply compensated for the use 
of his funds. Therefore, the trade, commerce and industry of 
a community have every right to expect from its banks such 
credit as may be required for their safe and sound operations. 
Bankers recognize this right, and at present would be glad 
for such rights to be asserted to a greater extent, notwith- 
standing some recent public statements to the contrary. And 
surely it is unnecessary before a group cf bankers to enter 
any denial to any statements with regard to legitimate 
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credit being withheld from any demands that qualify in terms 
of sound banking principles whether those principles be such 
as have been developed out of banking experience, or those 
enunciated by supervising authorities. 

It is in the extension of credit that the banker may make 
claim to the statement that “banking is a profession.” 
The successful performance of this duty calls for much skill 
and training, whether the credit be extended through loans 
and discounts or through the form of securities investments. 
In any event a very definite policy based upon certain funda- 
mental principles should be adopted. Credit should not and 
cannot be successfully extended day by day on decisions 
influenced by conditions of the moment. Such a practice is 
not a policy, and will surely become inconsistent, embarrass- 
ing and productive of losses. 

There are certain fundamental principles which have been 
inherent in banking from the very beginning of the business 
as we now know banking. Because of swift changes in con- 
ditions it may seem to some that changes in loan policies are 
necessary, but in my opinion the basic principles remain the 
same although the application of these principles may some- 
what vary. 

A great change has taken place in the composition of the 
earning assets of our banks. This has been due to many 
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factors, some of which we hope are temporary, while others 
we know are permanent. Some of the disturbing factors may 
be eliminated by the cooperative and energetic action of 
bankers; other factors we must accept as inevitable and 
there seems to be nothing that we can do other than to fol- 
low the economic trends caused by new inventions and 
scientific development. 

Withal, however, bankers still have the opportunity and 
obligation to furnish leadership and assistance in the com- 
munity growth by developing the man-power that makes up 
the community. It is in this duty and privilege that the 
banker will find the real romance of his profession. One con- 
sideration of great importance in the granting of credit is the 
purpose for which the credit is to be used. The loans most 
helpful in a community are those made for productive 
purposes. Such new wealth creates new purchasing power 
which in turn generates additional activity throughout the 
whole economic community in which the bank will share 
again. 

The so-called country banker perhaps has greater oppor- 
tunity in respect to community development than does the 
city banker, because in our cities we have many agencies and 
organizations such as chambers of commerce and civic 
clubs that frequently furnish the leadership for civic up- 
building, and the banker has only his part as an individual 
member of these organizations. There are many rural coun- 
ties and communities in our states where the local banks 
have been responsible for an almost complete change in the 


economic pattern of that trade area. This has been accom- 
plished largely through relationships between the banks 
and their borrowing customers who have been encouraged 
and influenced to change from one phase of agriculture to 
another which held greater promise for success. Bankers of 
all business leaders should be alert in the study of those 
changing business conditions in their territory. 

The most satisfying element in the relationship with our 
borrowing customers is the human element which concerns 
itself with the building up of our man-power. Natural re- 
sources or other forms of wealth have little value unless 
managed by man-power capable of successfully utilizing 
such resources. The greatest resources of any community are 
its man-power and its citizenship. To have a part in the 
development of this human resource then is probably our 
greatest mission. The business future of many a young man 
has been determined largely by the attitude of some banker 
in his community. No greater service can be rendered by our 
institutions—sometimes referred to as cold and lacking in 
human emotions—than to assist the young man or the older 
man in becoming established as a business asset to his 
community. No reward will be more gratifying to the bank 
than the realization of having been a contributing factor in 
his success. The extension of credit involves a higher re- 
sponsibility and a nobler privilege than the mere matter of 
earnings for the stockholder, important as that may be. 
Credit is a business stimulus but it may be used or granted 
either wisely or harmfully. 


In the National Interest 


CarLE C. Conway, Chairman of the Board, Continental 
Can Company, before the NATIONAL PETROLEUM ASSOCIA- 
TION. 


— competitors discuss openly in meetings all the 
factors making for the good of their industry. In Eng- 
land there is a general acceptance by big business of govern- 
ment supervision over policies affecting the national welfare. 
But there is also a wholesome respect for big business and its 
problems, on the part of the government. 


It would be a great achievement if we could arrive at such 
a basis in this country; if business and government would 
sit around a table in a spirit of honest debate, with the na- 
tional interest foremost in the minds of all. What is in the 
national interest is clearly in the interest of business in the 
long run. 

There are encouraging signs that such an attitude is in 
the making here. It behooves us to foster it all we can. Out 
of the present situation must come a method of harmonizing 
the public interest with the interest of industry. 


The Government Program 


THINK the Government program preferable to doing nothing at all, but I do not see it 

restoring prosperity in a reasonable time unless accompanied by a change in the attitude of 
the Administration toward the controllers of investment funds of the country.—]JAcoB 
VINER, former Special Assistant to the Secretary of the Treasury. 


A Word on Public Relations 


HE way to salvation is not working on the politicians, but adequately educating the poli- 
ticians’ masters, the public, and one of the best places to begin educating the public is 


with your own employees. 


In Hyde Park, London, a radical speaker was harranguing a crowd of the unemployed. A 
bobby was walking back and forth, tolerantly swinging his club and smiling good-naturedly 
at the crowd. 

As the speaker finished he shouted dramatically, ‘And now, men, let’s turn words into ac- 
tion and burn Buckingham Palace!’’ And he pointed to the palace behind him. 

The expression on the bobby’s face changed. He jumped up on the soapbox, pushed the 
speaker aside and said, ‘All them as is burnin’ Buckingham Palace, three paces to the left. 
All them as is not burnin’ Buckingham Palace, three paces to the right.”” The whole crowd 
walked to the right.—M. E. BERNET, Vice-president, Mountain States Telephone and Tele- 
graph Company. 
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The Facts About a Business 


SmwneEy J. WEINBERG, Goldman, Sachs & Company, New 
York, in a discussion prepared for the INTERNATIONAL 
MANAGEMENT CONGRESS. 


HE financial world today expects to receive more com- 

plete information regarding a business enterprise than 
ever before, and it therefore behooves management to make 
reports to stockholders and others as informative as the best 
practice in the field. Here again, we are inclined to fear the 
unknown more than even a very unfortunate state of affairs 
fully comprehended. For many years the New York Stock 
Exchange has recognized this fact and has led, not only in 
America but in the entire world, in requiring the disclosure 
to investors of more complete information. 

The requirement of adequate information does not 
necessarily mean a very extended or detailed presentation 
of data, but it does mean that the circumstances surround- 
ing an enterprise should be clearly set before the interested 
parties, for the most part in summary fashion. It seems to 
me that in many instances enterprises which have endeav- 
ored to meet the requirement of making information 
available have presented data which are too voluminous and 
unorganized to serve the investing public best. In some 
ways, of course, this tendency has been encouraged by out- 
side influences, and therefore, it would not be proper to infer 
that management exclusively is responsible for the moun- 
tains of printed matter relative to various enterprises which 
come to us regularly, large parts of it without much sig- 
nificance. At the same time I want to state that I believe 
thoroughly in the objectives of our Securities Act and 
Securities Exchange Act. The mutual problem of the 
S.E.C. and ourselves is now to make these acts more work- 
able in practice, without sacrificing any of the basic require- 
ments of disclosure of significant information. 

Many times I have heard it said by management that in- 
formation cannot be made available to the public without 
competitive disadvantage to the enterprise. Undoubtedly 
this is sometimes the case, but on the other hand, it has 
developed that any such problem can in many cases be met 
by the use of a little ingenuity in the manner of presentation. 

One of the things for which we search more and more in 
the financial data available to us is an indication of the 


A Matter 


C. B. Tartpy, Vice-president, The Foote Adap-Table 
Systems Company, before the WESTERN MICHIGAN BANK 
AUDITORS AND COMPTROLLERS ASSOCIATION. 


en speaking, the difference between the horse and 
buggy power plant and the automobile power plant is 
principal.y a matter of tempo, or speed—because, while two 
horses can pull twice the load that one horse can, they can 
go no faster. 

Now the faster the pace, the more the control necessary. 
Four whee. hydraulic brakes and a sensitive steering gear 
followed higher power and greater speed. 


102 


recurrent earning power of the enterprise under the con- 
ditions which prevailed during the periods covered. In some 
respects, this concept of earnings is different from that of 
the standard income account, and the financial world there- 
fore values certain supplementary data. We wish to have 
data as to the sources of earnings, that is, data as to sales 
in various classifications, data as to costs of goods sold, data 
as to effects upon earnings of the fluctuations in the price 
levels of raw materials and finished goods which were ex- 
perienced during the period, and data as to the nature and 
amounts of charges and credits of a non-recurring or 
discretionary nature. No longer is it sufficient for an enter- 
prise merely to transcribe an income account from the 
records; reasonable segregation and characterization of 
items becomes essential, for the financial world wants to 
form its own opinions as to what the future holds and as to 
how each enterprise will prosper under the conditions which 
it anticipates. 

I want to mention particularly that many of us view 
depreciation charges in a quite different light from that 
which is ordinarily reflected in accounting records. The 
financial world is peculiarly concerned with attempting to 
foresee the future, and for this reason it more and more 
frequently regards depreciation not as a charge to reflect an 
adjustment of amounts actually expended in the past for 
fixed assets, but as a charge to provide resources for the 
replacement of such fixed assets or of the productive power 
which they represent. It is fully recognized that conditions 
in the future may vary widely from those of the past, even 
to the extent that we want to apply our own foresight as to 
what these future conditions may be. The mere accounting 
record of charges actually made for depreciation is not very 
helpful to the financial world in this connection, and as a 
result, more and more data are being sought as to the nature, 
and as to the value during some reasonably distinct period, 
of an enterprise’s depreciable assets. In some cases, there- 
fore, property appraisals become matters of necessity to the 
reaching of sound investment decisions. Data as to policies 
of maintenance and information as to any deviation from 
such policies during the period in question take on a related 
significance in the estimating of what recurrent earning 
power has been realized. 


of Tempo 


The better controlled business will have fewer losses and 
more profits. Business is traveling a speedy highway, and 
things can happen quickly. Perfect control is essential. 
Banking communities have found out that a poorly con- 
trolled, loosely operated bank can be a menace to all the 
banks in the community, exactly as an outmoded car with 
poor brakes and faulty equipment can be a menace to all 
other vehicles on a fast, crowded highway. Therefore we 
have learned to respond to the elements of swift change and 
uncertainty with the most complete knowledge possible of 
all factors, and with adequate methods of controlling them 
skillfully 
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Bruce BARTON, Member of Congress 
and of the advertising firm, Batten, 
Barton, Durstine & Osborne, New York, 
before the MASSACHUSETTS SAVINGS 
BANKS ASSOCIATION. 


co are two kinds of intelligence, 
and they might perhaps be termed 
reasoned intelligence and telepathic in- 
telligence. Politics excells business in 
its possession of the latter. Politics 
knows not only what people are think- 


ing but what they are going to think. ,. 


Business needs to develop this tele- 
pathic foreknowledge. A _ successful 
public relations policy, as business must 
practice it in the future, will require that 
business be ahead of public opinion. In 
the past it has all too often been behind. 

What are the people going to be 
thinking about and demanding tomor- 
row? The politican asks himself this 
question all the time. Business ought 
to be asking it. Part of the answer is 
that people are going to demand that 
every institution enjoying great size or 
special privilege shall justify itself by 
great and special service. And that it 
shall think from the outside—that is 
from the public—in, not from the inside 
out. 

We have been treated lately to a 
large amount of talk about monopoly. 
The monopoly which gives me a severe 
pain in the neck is the assumption of a 
monopoly of virtue. The atmosphere in 
Washington on some days is very 
heavy with the bad odor of moral snob- 
bishness. Now, politics is no more 
unselfish than business. But politics 
knows how to dramatize its appearance 
of unselfishness. Spending public money 
is no greater human service than the 
honest making of private money. But 
public spending has been dramatized 
to the people—the self-styled “liberal” 
program, the so-called “left”? has mo- 
nopolized the flood-lighting, the music 
and the drums. 

In the selling of our products we 
business men are smart and successful 
dramatists. In the selling of our policies 
and our motives we have let the poli- 
ticians run rings around us. If we were 
entirely frank we would recognize that 
a good deal of our complaint against the 
politician is the reflection of an unad- 
mitted inferiority complex. The politi- 
cian has proved himself smarter than 
we are, and we are annoyed. He has 
ousted us from the place we used to oc- 
cupy in the affections of the people. He 
has lined them up on his own side, and 
they have the power. 
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The Biggest Prize 


The biggest prize that can be won 
today is the trust of the American 
people; the biggest sale that business 
can close is to sell itself again to the 
common man and woman as the agency 
that can really give—and is interested 
in giving—a truly more abundant 
life. 

We cannot win this prize, we cannot 
close this sale, just by employing the 
technique of salesmanship. The Bible 


prescribes for those who would enter the 
Kingdom of Heaven that they must 
come as little children; and in another 
sentence that they must be born again. 
If we really want to enter into the 
kingdom of popular favor, then we 
must have the spirit and the attributes 
of childhood—kindness, friendliness, 
generosity, unselfishness, faith. There 
must be reborn in us a genuine love for 
and sympathy with people. 


(Plug up the 
LOOP HOLES 


FIREMAN’S FUND Cight-Sazard 
PROTECTION 


You have a right to feel secure when 
property values you are responsible 
for are backed by a Fireman’s Fund 
Extended Coverage policy. Behind 
it is an “old line” stock company 
with over $39,000,000 in assets, 


$21,500,000 in policyholders’ sur- 
plus and a quarter of a billion dollars 
paid in claims. World-wide in 
scope, it is represented by over 
11,000 Home-Town Agents in the 
United States and Canada. 


(Fire « Automobile « Marine + Casualty « Fidelity + Surety 


IREMAN'SS FUND GROU 


FIREMAN’S FUND INSURANCE COMPANY 


HOME FIRE & MARINE 


Insurance Company 


OCCIDENTAL 


Insurance Company 


New York Chieago 


SAN FRAN 


FIREMAN’S FUND 
Indemnity Company 


OCCIDENTAL 
Indemnity Company 


cisco Boston Atlanta 
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AT FORT WORTH 


OCTOBER 31 TO NOVEMBER 3 


A 4-Day Conference on Public Relations, Adver- 
tising and Business Development for Bankers 


Last year F.A.A. pioneered with a 
new type of convention. This year’s will 
be still better. At country-wide request, 
the Committee has again scheduled a 
conference, with round-table forums to 
explore the new ways of meeting cus- 
tomer problems now confronting banks. 


Nationally known bankers, editors, 
public relations counselors and adver- 
tising authorities will be there. The 
speakers are men you know from the 
headlines. Indian Summer in Texas 
makes a perfect setting for all the con- 


vention activities—and the Lone Star 
State has a noted way of making 
strangers feel at home. Afterward, 
many of the delegates plan to take a 
Mexican trip and return for the A.B. A. 
meeting at Houston. 


You are heartily invited to attend the 
F.A.A. Convention—Fort Worth—Oc- 
tober 31—November 3! 


(Special train accommodations from 


Boston, Chicago and New York.) 
Write for details. 


PRESTON E. REED, Executive Vice-President 


FINANCIAL ADVERTISERS ASSOCIATION 


231 South La‘Salle Street, Chicago, Illinois 
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